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Our New Economic Policy 


That’s the dignified and academic term. Reduced to its 
“common denominator” it means that we are helping 
the average automobile owner to “make both ends 
meet.” The “policy” part of it is our modern All Serv- 
ice Preferred Automobile Policy and the “economic” 


part is our new 


o-PAYMENT BUDGET PLAN 


First payment due 30 days after policy is issued 
Four other equal payments due 30 days apart 
No notes to sign—No red tape of any kind 

No Automatic Cancellation Clause 
Maximum financing charge is $1.25 
Proper notices precede each payment 


Under this plan you can carry all the insurance you know you need, 
and spread the payments over six months. 


MICHIGAN 
LIABILITY 


MUTUAL 
COMPANY 








Non-Assessable oO 2S Dividends 
and ‘ ’ (ee More Than 
Dividend Paying an ¥¢ pail $3,900,000.00 
President 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Tonia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek —— — on 
Alpena oledo, io 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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The margin between 


























the income of property 
and the cost of its upkeep 
is the key to property 
valuation. It is this 
margin that mutual fire 
insurance directly and 
favorably effects through 


reduction of overhead. 
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Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 
i Ohio Millers Mutual Insurance Co........... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co... . . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co..... . Des Moines, Iowa 
Millers Mutual Fire Insurance Co............ Harrisburg, Pa. The MILL MUTUALS a 
Millers Mutual Fire Insurance Co......... Fort Worth, Texas general fire insurance carriers. 
Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. MUTUAL FIRE PREVENTION BUREAU 
Millers Mutual Fire Insurance Association......... Alton, Ill. 230 East Ohio St. :: Chicago, Ill. 
Grain Dealers National Mutual Fire Ins. Co... . Indianapolis, Ind. hk ceviten eebaiatnn eadetalaint be Os 
Millers National Insurance Co................. Chicago, Ill. Mill Mutuals 
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Did You Ever Have An Automobile Stolen? 
We Are Now Insuring Automobiles 


Against Fire and Theft 
All Other Forms of Insurance Now Handled by Us 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


% es 
Offices From the Atlantic to the Pacific 


= Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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WILLIAM A. TARVER 


Chairman of the Board of Insurance 


Commissioners for Texas 


COMMISSIONER TARVER is a lawyer by profession, having had experience both in 
private practice and as a prosecuting attorney. Early in 1929 he was appointed to his 
present office and since that time has been a commanding figure tn the insurance world, 
not only in his own state but nationally. In the latter field he is vice-president of the 
National Convention of Insurance Commissioners. His large stature, vigorous personality, 
analytical executive mind and exceptional gifts of expression mark him as a leader in 
whatever circle he appears. 
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About the Insurance World 


Brief Review of What Is In the Magazines afid In the Mail 
Which Comes to the Editor’s Desk 


Optimism About 


THE Specta- 
Annual Statements 


tor has been 
printing some 
very cheering observations on the 
subject of annual statements. It 
goes on to say that the depression 
has lasted so long, and people in 
general have acquired such a dis- 
torted idea of what the general 
business situation is, that a large 
number are going to be agreeably 
surprised when the _ statements 
come out showing the 1931 assets 
and liabilities of insurance com- 
panies. 


A representative of that publica- 
tion who recently interviewed a 
number of executives of different 
insurance companies expresses 
himself as being agreeably sur- 
prised to hear what was said re- 
garding the condition of the com- 
panies as would be shown by the 
balance sheet at the end of the 
year. “It will be a great deal bet- 
ter than was expected” was the oft- 
repeated assertion. 


The Spectator further says: 
“Some companies have suffered 
more than others. Certain types of 
coverage have proven tunusually 
unprofitable. But in the main the 
men who are the trustees of those 
big sums of money which millions 
of men and women have entrusted 
to their keeping, and upon whose 
wise handling and conservation the 
prosperity of the country, today 
and tomorrow, in a large measure 
depends, will be able to present a 
record of the year’s custodianship 


for which they need make no apolo- 
gies and which, we are firmly con- 
vinced, will show that the institu- 
tion of insurance in this country 
has weathered well the storm and 
is in no danger of being sub- 
merged.” 

It may be added in passing that 
the same picture, with even bright- 
er coloring, may be projected for 
the mutuals. 


Hope to Kill 
“Section 30” 
in Illinois 


SEVENTEEN 
non-lIllinois fire 
insurance compa- 
nies are vigorous- 
ly boiling the legal pot in Illinois 
in the Circuit Court of Cook Coun- 
ty with the hope of eliminating the 
notorious Section 30 of the Fire In- 
surance Act of 1869 on the ground 
that it is unconstitutional. These 
suits are regarded as an initial step 
toward a decision by the United 
States Supreme Court, in which 
the fire insurance companies won 
previously in a controversy over 
tax matters. 

This latter incident was the cele- 
brated Hanover Fire case in which 
a ruling was obtained that Section 
30 referred to above was unconstitu- 
tional as a business tax, it following 
therefore that the taxing body should 
give the fire insurance net receipts 
the same degree of equalization al- 
lowed other personal property. Be- 
fore this the Illinois Supreme Court 
had decided that the net receipts for 
each year from 1870 should have 
been assessed without equalization 
and thus the tax ferrets working on 


a contingent basis and Cook County 
itself, had in contemplation the pleas- 


ant prospect of collecting many 
millions of dollars. 

Meantime the Cook County 
Board of Review had_ entered 


double assessments against the net 
receipts of the companies, and when 
two years ago a proposed com- 
promise was offered the companies 
refused to settle, having in mind a 
favorable United States Supreme 
Court decision. 


The matter is of especial interest 
at the moment because a bill has 
been filed in the special session of 
the Illinois legislature, now meet- 
ing, which has for its burden the 
taxing of the net receipts of non- 
Illinois life insurance companies as 
personal property. 


Unwarranted The Insurance 
Censure of Advocate, in _ its 
Van Schaick “The Observer's 

Corner” has been 
rather unwarrantedly poking fun 


at Superintendent of Insurance 
George S. Van Schaick of New 
York because of his firm-handed 
policy of fining insurance com- 
panies which do not live up to the 
rules in soliciting business in his 
state. 


So far as we have been able to 
learn there is no evidence that the 
Commissioner has done any more 
than his plain duty in restraining 
companies which have persisted in 
flagrant violations of the rules. Cer- 
tainly if an insurance department is 
not to be looked upon as a laughing 
stock, it must draw the line some- 
where short of being slapped in the 
face by companies which go to 
illicit lengths to get business. 

Superintendent Van Schaick has 
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made a sane reasonableness the 
trend of all of his decisions and the 
insurance fraternity can thank him 
for his clearheadedness. Had he 
been of a disposition to rule or ruin, 
he has had ample opportunity to 
wield a very powerful influence for 
his own purposes. But rather than 
that he has been the soul of 
courtesy and of good judgment, and 
in no way the rough-shod character 
which the Insurance Advocate in- 
timates in nominating him as the 
“Tsar of the Fire Insurance Execu- 
tives Association.” 


The Van Schaick idea is that the 
companies should obey the funda- 
mentals of good business practice, 
and particularly follow the rating 
acts prohibiting discriminations be- 
tween policyholders in the same 
class or else be soundly spanked so 
that they will be careful of their 
manners in the future. There is 
nothing revolutionary in thus han- 
dling recalcitrant companies. It is 
only what one would expect of a 
commissioner with the feeling for 
public justice which apparently is 
a natural attribute of Mr. Van 
Schaick’s mind. And as for the in- 
nuendo that he is seeking a job in 
an insurance company there is no 
evidence whatever that this is even 
remotely his ambition. 

A great many of our stock com- 
pany friends are as pleased as we 
over this situation, and join us in 
saying “More power to the New 
York Department.” 


If the sponsors of the Advocate 
choose to make an issue of this 
matter in the legislature they can 
be assured of a spirited battle with 
the long odds favoring the com- 
missioner, 


A bill is being 
drafted for submis- 
sion to the Domin- 
ion of Canada Parliament when it 
meets in March, which is to provide 
for the limiting of investments of 
any life insurance company in com- 
mon stocks to an amount not exceed- 
ing twenty-five per cent of the total 
ledger assets of the company. G. E. 
Finlayson, Superintendent of Insur- 
ance of the Dominion, is the sponsor 
of the bill, who has advocated for 
some years past a change of the law 
in regard to investments. The limita- 
tion is to apply to future purchases of 
stocks only, and if a company already 
has more than one-quarter of its 
assets invested in such securities, the 
bill would operate to limit new in- 
vestments to 25% of the increase in 
assets during a particular year. 


Canada Limits 
Investments 
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One of the companies most inter- 
ested is the Sun Life of Canada which 
is said to be the largest investor in 
common stocks of any single institu- 
tion in the insurance field, or perhaps 
in any field. The officers of that 
company on looking carefully at the 
records for the past two years have 
decided that they will cheerfully go 
along with Superintendent Finlay- 
son’s idea. 


The Life Lesson The 
of 1906 


American 
Agency _ Bulletin 
quotes in the 
Christmas number a recent edi- 
torial in the New York Journal of 
Commerce saying “This newspaper 
points out the parallelism between 
the situation the fire and casualty 
companies face today, and the fa- 
mous life insurance investigation 
of 1906, when drastic legislation 
was passed by the New York Gen- 
eral Assembly, including limitation 
of selling costs and the amount of 
new business each company might 
write. 


The fire and casualty companies, 
the writer says, more recently have 
become inflicted with the obsession 
of bigness, and like the life busi- 
ness of former days have intro- 
duced into their branches practices 
which they knew must spread and 
ultimately prove detrimental to all 
the business. 


“W.H.B.” in commenting on the 
above says, “Were they (the fire 
and casualty companies) through 
self-discipline to do what the life 
insurance companies which had 
jumped off the track were com- 
pelled to do in their efforts to 
operate under a restrictive law, 
they, too, could redsonably look 
forward to similar satisfactory re- 
sults.” 


The comment sounds reasonable, 
and indeed rather astounding, from 
the American Agency Bulletin, but 
we feel that that publication has 
missed the main point which is that 
since 1906 the life insurance com- 
panies have become more than 90 
percent mutual—and if this is fol- 
lowed to its logical conclusion the 
fire and casualty business will eventu- 
ally measure up to what the people 
want and deserve to have. 


So It'sCome RECENT decisions 
to This! by English courts 


have shown that 
even the pedestrian is no longer im- 
mune from liability caused through 
his action. In two recent decisions, 
motorists have managed to recover 





damages against careless strollers who 
thereby caused accidents. As a re- 
sult, a number of English companies 
have issued a new personal liability 
coverage protecting against the liabil- 
ity of any member of the family away 
from the house itself. 


The new policy indemnifies the as- 
sured and his family against claims 
for injuries to the public and damage 
to their property arising away from 
home. The annual premium varies 
with the company insuring the risk, 
and also with the amount of indem- 
nity for a single accident. In one in- 
stance the basis of rating for a policy 
to grant indemnity of $12,500 for an 
accident or $25,000 in any one year 
of insurance is: the proposer 60c, 
each member of his family 25c, each 
indoor servant 10c, each outdoor serv- 
ant 25c, golfer 50, and pedal cyclist 
$1.00 additional to the minimum pre- 
mium. 


Another Stock 
Company Re- 
duces Capital 


CITIZENS Cas- 
ualty Company of 
Utica, New York 
has reduced its 
capital from $400,000 to $320,000, 
thus transferring $80,000 to the sur- 
plus account. It has authorized an 
immediate increase in capital back to 
$400,000, of which at Dec. 31st, 1931, 
$34,688 additional had been into capi- 
tal and $30,352 to surplus. 


Brown New Head W. MALCOM 
of Kentucky Rate BROWN of 
Department Lexington has 

been named 
Chief Deputy Auditor in charge of 
the Kentucky Department of Fire 
Prevention and Rates, to succeed 
Eugene Flower, who resigned to be- 
come Commissioner of Agriculture. 
Brown has been a field representative 
of the National Board of Fire Under- 
writers and has had wide experience 
in handling arson cases. 


Don't Park THE Nebraska 
Without Lights Supreme Court in 

a recent decision 
declared that the owner of a car 
which is left parked by the side of 
the road without lights is liable for 
an accident which results when an- 
other motorist drives into it. The 
question was decided in the suit of 
Elton Giles against the Sargeant 
Auto Company of Lincoln. The court 
held that it was not necessary for the 
driver of the oncoming car to stop 
when he was blinded by the lights of 
another car coming from the oppo- 
site direction. The court would not 
rule as a matter of law that it was 
his duty to do so and placed full re- 
sponsibility for the accident on the 
owner of the parked car. 














Mutual Progress AN insurance jour- 
Startles Stocks nal has this signifi- 

cant headline, “Na- 
tional Association of Insurance 
Agents and Companies to Confer on 
Growing Competition,” and the bur- 
den of the article following is that fire 
company organizations and the Na- 
tional Association of Insurance 
Agents are working out a scheme of 
cooperation to meet what they call 
“non-agency” mutual competition 
“and particularly the trend of such 
competition now being extended 
through agency channels.” 


Accordingly the agents’ corpora- 
tion has announced the creation of 
four original committees to confer 
with similar company committees in 
the different territorial jurisdictions. 


Running one’s eye down the list of 
the committee we note inevitable 
names as prominent factors in the 
scheme. It is a trifle amusing as well 
as gratifying to find the stocks ad- 
mitting that the competition of the 
mutuals is annoying them since they 
have so long held the high-and-mighty 
attitude of being absolutely indiffer- 
ent to the progress of the mutuals. It 
would seem from this and other re- 
cent evidences of stock-company solic- 
iting methods that they have aban- 
doned almost altogether the idea of 
selling stock insurance on its own 
merits, and turned to pleading with 
clients not to buy mutual insurance 
simply because it is mutual. We have 
long wondered who the men were 
who were responsible for the anony- 
mous publicity and pamphlets which 
misrepresented the facts about mu- 
tuals, and we suppose in the list given 
in the publication naming the com- 
mittees on mutual competition may 
be found at least a few of the indi- 
viduals who have been sponsoring 
such conscienceless attacks on the 
kind of insurance which has been giv- 
ing the public so much satisfaction in 
service, quality, and economy. 


Or, if we are mistaken about the 
regional committee being the anony- 
mous propaganda committee, we 
would be interested in an announce- 
ment by the stocks which will bring 
into the open the individual, or 
group, which has so long, for reasons 
of its own, kept under cover. 


War (Mex.) Does AN 
Not Cancel 
License Fee 


interesting 
ruling has been 
made by the at- 
torney general 
of Massachusetts on the question of 
whether a certain applicant for an 
insurance broker's license under G. 
L., c. 175, § 166, as amended, is ex- 
empt from paying the fee prescribed 
for such a license by the section men- 
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tioned, on the ground that the appli- 
cant in question was a member of 
the naval forces of the United States 
who participated in the occupation of 
Vera Cruz, Mexico, in 1914. 


The statute pertaining to the mat- 
ter reads, “No fee for a license under 
§ 166 or 167 shall be required of any 
soldier, sailor, or marine resident of 
this commonwealth who has served 
in the Army or Navy of the United 
States in time of war or insurrection, 
and received an honorable discharge 
therefrom, or released from active 
duty therein, if he present to the 
commissioner satisfactory evidence 
on his identity.” 


In part the attorney general says, 
“The meaning of the phrase ‘in time 
of war’ as so used in relation to ex- 
emption from the payment of the fee 
required by § 166, was considered at 
length in an opinion of one of my 
predecessors in office given then to 
the commissioner of insurance on 
May 22, 1923, (V II O. T. Atty. Gen. 
172) with which opinion I concur. 
It was held therein that service by an 
applicant as a member of the Massa- 
chusetts National Guard in the mili- 
tary service of the United States dur- 
ing the punitive expedition into 
Mexico in 1916 did not constitute 
service in the Army or Navy in the 
United States ‘in time of war’ within 
the meaning of the words ‘in time of 
war’ as used in said § 166 before 
amendment, because the United 
States was not at that time, as a mat- 


ter of law, engaged in war with 
Mexico.” 


The attorney general goes on to 
remark that the Naval occupation at 
Vera Cruz was a similar incident 
since in this expedition, as well as in 
the one before referred to, there was 
no actual declaration of war upon 
Mexico. 


The conclusion was that the appli- 


cant would be required to pay the 
license fees. 


Ecker Tells Why LIFE insurance 
Life Companies was shown to be 
Are Sound in a comparatively 

sound condition 
by two of its most outstanding ex- 
ponents in a recent hearing on the bill 
creating the “Reconstruction Finance 
Corporation” having a capital stock 
of $500,000,000 subscribed by the 
United States and which would have 
the power to make loans “to any bank, 
banker, savings bank, trust company, 
clearing house or other association of 
banking institutions, building and 
loan associations, insurance compa- 
nies or other financial institutions in 
the U.S. A.” In taking the testimony 
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of Frederick H. Ecker, President of 
the Metropolitan Life, and Morgan 
B. Brainard, President of the Aetna 
Life, the committee developed the 
information that life insurance in this 
country, at least, had been conserva- 
tive in its investments and stood in 
no need of government aid at this 
time. 


Mr. Ecker in particular went into 
great detail in analyzing the life in- 
surance companies’ investment poli- 
cies. Using facts and figures to 
demonstrate that the practice of life 
insurance companies has been to con- 
sider the public interest, he sum- 
marized the point as follows: 


“Tf you look at the companies’ in- 
vestments over a period of years you 
would be able to trace that practice 
clearly. When railroads were new 
and expansion was in order so that 
railroads could keep pace with the 
development of the country and the 
additional railway facilities were 
needed, a large percentage of com- 
panies’ funds were invested in rail- 
road securities. Since 1912 and 1913 
there has been no new railroad mile- 
age built to any extent with the result 
that insurance investments in rail- 
road securities have been reduced. 
However, insurance funds have 
helped the railroads in the last twenty 
years in the increase of the railroad 
facilities, new equipment, etc.” 


In discussing the matter of public 
utility security holdings he pointed 
out that the companies had increased 
such investments from $134,000,000 
in 1906 to nearly $2,000,000,000 in 
1931. In the same time farm mort- 
gages grew from $268,000,000 to 
$1,846,000,000. In regard to the lat- 
ter he said that the farmers paid a 
rate which was approximately one- 
half per cent less than that charged 
in urban communities and that farm 
mortgages constituted about 10% of 
the assets of all the companies. 


It is interesting to note that upon 
being pressed closely by Senator 
Brookhart of the committee to state 
his views about the depression, par- 
ticularly in respect to the future of 
the railroads, the unemployment situ- 
ation and the general attitude of big 
business toward the prevailing finan- 
cial gloom, Mr. Ecker warmed up to 
considerable vigor in placing a rather 
optimistic emphasis on the condition 
of the country’s industries. 


He denied that the day of the rail- 
roads had passed because of the com- 
petition of buses, airplanes, waterway 
carriers and other means of trans- 
portation. His exhibition of statistics 
concerning internal commercial 
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freight tonnage not including that 
carried on the Great Lakes, showed 
that in 1929 the railroads handled 
more than 89%, pipe lines about 6%, 
motor trucks 3%, inland waterways 
114%, electric railways and airplanes 
just a shade over % of 1% of the 
traffic. His remarks also included a 
reminder that the total tonnage of the 
country is certain to increase as the 
wealth of the nation increases. A 
significant paragraph in his talk said : 


“There is no doubt that unregu- 
lated competition with highways and 
waterways has affected the great busi- 
ness of the railroads, but the business 
of the country will normally increase 
to an extent to absorb the new facili- 
ties and it seems possible to me that 
the service of the railroads may be 
co-ordinated with other facilities so 
that the public will be benefited.” 


In response to a query asking if he 
thought business had gone to pot and 
the country was ina state of economic 
chaos, Mr. Ecker’s answer was a re- 
sounding “no.” His reply included 
the statement that 48 million people 
are now employed, which is only 10% 
below normal, and that high grade 
stocks, particularly the railroad is- 
sues, were selling much below their 
intrinsic worth. The latter point was 
backed up by the statement that the 
valuation of the Interstate Commerce 
Commission was largely in excess of 
the total amount of railroad bonds 
and stocks outstanding. 


All in all Mr. Ecker gave a distinct 
impression that here was a high offi- 
cial who with essential economic facts 
at his fingers’ ends knew that the 
foundation on which our financial 
and business structure rests is and 
will be solid. 


EFFECTIVE Jan- 
uary 1 the 


Fur Dealers 
Rates Leads to 
I.M.U.A. Strife 


Inland 
Marine Underwrit- 
ers Association an- 
nounced a reduction in the rates for 
personal fur floater insurance and a 
raise in the rate for fur dealers, so 
that the customers of a furrier would 
pay the same rate for insurance on 
their coats as those insured by an 
agent. The new ruling was unwel- 
come to many companies who had a 
large volume of business with fur 
dealers and who were afraid of los- 
ing it to the non-affiliated companies. 
Some therefore failed to advise their 
agents of the change and violations 
of the regulations were reported. It 
is expected that both penalties and 
bad feeling will result. 





JouRNAL OF AMERICAN INSURANCE 


“Reciprocity” THE Minne- 
Sky Rocket a Dud apolis Underwri- 
in Minneapolis ters Association 

is the latest ex- 
ponent of the stock insurance boycott 
racket as originated by the National 
Association of Insurance Agents. 
Technically the Minneapolis system 
is much better than the crude devices 
which have been used in other locali- 
ties, but results show that no matter 
how you try to disguise it the public 
recognizes the reciprocity campaign 
as just the plain unvarnished greed 
that it is. 


But before we,tell you how the 
mutuals have profited by the Minne- 
apolis foray, perhaps our readers will 
be interested in the details of the boy- 
cott scheme as it was develcped in 
the metropolis of Minnesota. The 
Underwriters Association of that city 
had apparently sent delegates to the 
Stock Agents meetings during the 
summer and fall. These delegates had 
come under the spell of the oratory 
of several speakers noted for their 
pomposity, who left the impression 
that the only way to save the country 
for stock insurance was to boycott 
every concern which had any traffic 
with the mutuals. 


The idea may seem very attractive 
from the viewpoint of a comfortable 
seat in a convention gathering, but 
when it is attempted to put it into 
actual practice in the hard cold busi- 
ness world the stock agents are find- 
ing that it is an entirely different 
proposition. 


For instance, when the Minneap- 
olis reciprocity committee in their 
enthusiasm prepared a series of let- 
ters, and a questionnaire, asking 
business houses to declare their stock 
insurance connections ‘the result was 
a most formidable backfire. 


The recipients of the letter did not 
mind so much receiving a communi- 
cation of this kind since it furnished 
an interesting commentary on the cut 
throat methods of stock company 
competition, although it must have 
occurred to some that it might be a 
little dangerous to deal with a crew 
who adopted such tactics. 


As time went on the reciprocity 
committee gathered, what they said, 
was permission from some 800 Min- 
neapolis merchants and manufactur- 
ers to publish a list of 100% stock 
insured concerns. This might have 
been all right to hang up on the wall 
of the Underwriter’s office as a kind 
of a stuffed trophy of a hunting trip, 
but when it began to be circulated 
widely as something authentic, trou- 
ble began to accrue immediately. 








Objections and retractions poured in 
to the association’s headquarters 
from al! directions, and not a few 
stock insurance agents connected with 
the boycott, had uneasy interviews 
with those who had been railroaded 
on the list. 


A group of mutuals, which had 
been looking for just this sort of 
thing, quickly started a counter at- 
tack with a letter going to an even 
more wide circle of business men in 
Minneapolis, calling attention to the 
attempted boycott, and incidentally 
checking up on the accuracy of the 
stock company agents published list. 


The Underwriters Association was 
vigorously questioned by letters, 
phone calls, and personal visits, for 
the purpose of asking what stock in- 
surance meant anyhow by such in- 
solence. And since the Minneapolis 
reciprocity boys had no ready answer 
to such a question the suspicion grew 
and grew that the Underwriters Asso- 
ciation had no reason, right, or war- 
rant for their attempted strong arm 
work, and the boycott bubble burst 
insofar as bringing any business to 
the stock companies was concerned. 


But the mutuals uncovered pros- 
pect after prospect for concerns that 
they might not have had an oppor- 
tunity to reach had not the Under- 
writers Association planted a sense of 
disgust with stock company methods 
in the minds of those who received 
the propaganda. On another page we 
are printing just for the sake of the 
record facsimilies of several of the 
letters sent out by the Underwriters 
Association and below are the texts 
of the letters themselves. 
MINNEAPOLIS UNDERWRITERS ASSOCTATION 


Reciprocity 

Committee 
2406 Foshay Tower 
Minneapolis, Minn. 
November 16, 1931 

Gentlemen: 


We want to make sure that you will re- 
ceive your full share of an $8,250,000 
yearly spending power that will reach its 
peak of spending in the holiday season so 
near at hand. 

This $8,250,000 market is made up of 
approximately 2,500 officers and employees 
of the stock insurance agencies and com- 
panies in Minneapolis and their 4,200 
wives, children and other dependents. Al- 
together they are a bustling, prosperous 
community of 6,700 people. 

$7,000,000 in salaries and commissions 
are spent for personal and family needs, 
including the purchase and upkeep of fully 
2,000 automobiles. $1,250,000 is spent each 
year for the rental and upkeep of 363 
offices in Minneapolis. 

The stock insurance companies and agen- 
cies of Minneapolis are tying up with the 
Reciprocity Campaign of the National As- 
sociation of Insurance Agents, which is 
explained on the inside pages. The pur- 

(Continued on Page 28) 
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The Modern Wide Distribution of Merchandise Has Called for the Creation of Adequate Insurance Service to Meet the Need 


Multiple Location Forms 
An Analysis of the Policy Contracts Developed to Meet the Needs 


of Industry 


by Insuring Fluctuating Stocks of 


Property at a Number of Locations 


HE ordinary form, used in 

writing an insurance policy on 

property of a definite value at a 
fixed location, is inadequate to cover 
a fluctuating stock of merchandise at 
a number of different locations. The 
first step taken toward proper pro- 
tection of such stock, as explained in 
our article of last month, was the 
marine floater. It was to meet this 
competition that the fire insurance 
companies devised the general cover 
contract. Although the marine floater 
is now officially outlawed by ail the 
companies who are members of the 
Interstate Underwriters Board and 
the general cover contract has been 
almost entirely superseded by the 
I.U.B. form and the new single state 
reporting form, both of these are of 
historic interest and some under- 
standing of them is useful when con- 
sidering the newer policies. 


By 0. B. SERVER 
PART II 


The Marine Floater 


\7© standard form of marine 
LN floater has been devised and 
each policy contract was devised spe- 
cially to fit the needs of the insured 
or the unusual conditions under which 
his property was located. The stand- 
ard policy laws which govern the 
terms of the fire insurance policies 
used by all companies do not apply 
to marine floaters. The basic policy 
contract follows that of the early 
marine insurance contract, except 
that much of the antique language of 
the earlier contract is changed and 
modernized. Usually it insures the 
property named against certain spe- 
cific perils, such as fire, tornado, hail, 
explosion and theft. The wording of 
the contract is much simpler than 


that of the fire insurance policy. 
Many of the conditions found in the 
latter are omitted. The property was 
covered either at certain specified lo- 
cations and, in some cases, while in 
transport, either between locations 
named or any unknown designation. 
In determining rates the marine un- 
derwriter was guided by two major 
considerations. First, what in his un- 
derwriting judgment would be an 
adequate rate for the hazards insured 
against ; second, what rate would be 
necessary to secure the risk in view 
of the competition involved. Many 
large lines were practically auctioned 
off to the lowest bidder, the coverage 
and the rate being considered in de- 
termining the successful company. 
There is little doubt that the marine 
floater gave to the property owner 
the broadest possible protection. Its 
very broadness was its undoing, since 
in competition for business there 
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were few restrictions on the under- 
writer and experience showed that 
business was often accepted at rates 
far below what the experience would 
indicate as adequate. As more com- 
panies entered the marine field con- 
ditions became worse, until it was 
sometimes possible to secure compre- 
hensive protection for a lower pre- 
mium than had formerly been paid 
for fire insurance alone. 


The exact line where transporta- 
tion insurance must give way to fire 
or other property damage insurance 
had never been exactly defined. The 
Interstate Underwriters Board at- 
tempted to do so and it is generally 
believed that they mapped out a defi- 
nite boundary. The executives of the 
fire insurance companies writing 
marine felt constrained to control the 
activities of their own departments, 
both to soothe the feelings of their 
fire insurance brethren and to avoid 
interference by the state departments 
of insurance. At the time the Inter- 
state Underwriters Board was 
formed practically all of the com- 
panies who were members agreed 
that the distinction between inland 
marine and fire business which it laid 
down would be upheld by them. 


Ooornr 
General Cover Contracts 


HE general cover contract was 

the first form developed by the 
fire insurance companies to meet the 
marine competition on multiple loca- 
tion risks. It is really not a separate 
insurance policy at all, but is merely 
an open binder for insurance on a 
number of different locations and on 
any unknown locations which may be 
acquired by the insured. It auto- 
matically covers fluctuating values up 
to the determined limits of liability 
at each location. The contract which 
the insured receives states that the 
company has assumed liability for all 
direct loss or damage by fire (or any 
other hazards insured) to the prop- 
erty described in the form. Limits for 
each location are then specified, and 
the company’s liability at any one 
location cannot exceed this limit. In 
securing the contract the insured files 
a schedule of the different locations 
to be covered and the actual present 
value of the stock at each location, 
together with the probable maximum 
values at the different locations and 
the probable maximum amount that 
might be needed on any other location 
which would be established during the 
year. Underlying policies are then 
issued in each state to comply with all 
the state regulations. These policies 
are retained by the company and any 
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detail work pertaining to them is 
handled by it. 

As a result the insured has the gen- 
eral cover contract in his possession. 
In the home office of the insurance 
company which has issued this policy 
are separate insurance contracts for 
each state in which property is lo- 
cated. The insured must report the 
values at each location monthly. Upon 
receiving this schedule of values the 
company endorses all of the under- 
lying policies and has such endorse- 
ments properly countersigned by a 
resident agent in the state involved. 
In other words, the general cover 
contract transfers all the burdens of 
the detail work involved in keeping 
a multitude of policies up to date 
from the shoulders of the insured 
to those of the company. The in- 
sured’s only task is to submit his 
schedule, practically an inventory, 
each month. No endorsements are 
made to the general cover contract 
except in the event that new locations 
are endorsed upon #f or transfers are 
made from one location to another. 
The general cover contract provides 
automatic coverage at any new loca- 
tion up to the limits specified. This 
coverage is only in existence until the 
next reporting date. The policyholder 
then has the obligation of reporting 
the new location to the company and 
a new limit is set for such location. 

DsoOD> 


ET us consider again the furni- 
ture distributor whose plight 
under the ordinary form aroused 
our sympathy. Remember that he had 
six different warehouses in as many 
cities. The average value at all loca- 
tions during the year was approxi- 
mately $1,000,000, with a fluctuation 
between $750,000 and $1,500,000. In 
writing a general cover contract in- 
stead of a blanket policy he would 
first fill out an application, accom- 
panied by a statement showing the 
actual value of the furniture stored at 
each location at the date of the insur- 
ance. Atthe same time the distributor 
must note or estimate the highest limit 
or value which the stock of furniture 
might reach at each location during 
the coming year. At the time the in- 
surance is written he may only have a 
stock worth $30,000 in his Detroit 
warehouse. He knows, however, that 
this stock will probably rise to $75,000 
sometime during the year. He will 
therefore specify $80,000 as the high- 
est limit to be covered at Detroit dur- 
ing the term of the policy contract. 
The premium charges under a gen- 
eral cover contract are adjustable. 
The policyholder is only charged for 
the amount of protection actually 
furnished or, to put it another way, 





only charged premiums on the prop- 
erty which was actually at risk dur- 
ing the year. This means, of course, 
that 100% insurance to value must be 
carried. 

At the beginning of the policy term, 
when the initial statement is rendered, 
a deposit premium is paid, equal gen- 
erally to an annual premium on the 
fire insurance represented in the 
original values reported. Each month 
as the insurance is increased or de- 
creased at each location in accord 
with the schedule submitted by the 
property owner, the charges are billed 
or the return premium, if there is one, 
is sent to the insured. 

Under a general cover contract 
only merchandise, furniture and fix- 
tures can be insured. No general 
cover contract could be written to in- 
sure any manufacturing plant. The 
old requirement was that there must 
be two or more locations in two or 
more cities. Property at any fair or 
exposition was not allowed to be 
covered. 

The general cover contract was 
originally planned as excess insur- 
ance, and specific policies were in- 
tended to be written covering the 
minimum values. For example, if, in 
the case of the furniture distributor 
previously mentioned, there was al- 
ways $20,000 in stock at the Detroit 
warehouse it was hoped that a spe- 
cific policy for this amount would be 
written and the general cover con- 
tract would only be excess over that 
sum. Although the general cover con- 
tract is now written for the full 
amount of the stock at the locality 
named, the excess designation still 
holds good in the event that there is 
any specific insurance in force. 

The general cover contract did not 
suffice to meet the competition of the 
marine floater. It is now generally 
superseded by the Interstate Under- 
writers’ Board forms and the new 
single state reporting forms, designed 
by the I.U.B. and modeled after its 
forms. 

oon 
The Interstate Underwriters’ 
Board Forms 

T was realized by the executives 

who organized the Interstate Un- 
derwriters Board that if they were to 
drive the marine floater out of the 
insurance market it would be neces- 
sary to provide some fit substitute for 
that broad form of coverage. Almost 
the first task of the new organiza- 
tion, therefore, was to prepare a form 
for writing multiple location risks. 
Originally five forms were prepared 
but two have since been discontinued. 
The forms now in existence are 
Form 1, which covers property in 








branch stores, warehouses or other 
distribution points. Form 2, intended 
to protect stock in manufacturing 
plants of a strictly seasonable char- 
acter, such as tanneries, fertilizer 
factories and cotton seed oil mills and 
Form 5, a non-reporting coinsurance 
floater which is intended to protect 
the same class of property as Form 1. 
Forms 3 and 4 have been discon- 
tinued. 

Form 1 is the most commonly used 
of the Interstate Underwriters’ Board 
forms. Forms 1 and 2 almost iden- 
tical in their wording. The principal 
difference between them is in the type 
of property insured. As has been 
previously stated, Form 1 is primarily 
intended for branch warehouses, 
chain stores or distribution points. 
It covers only merchandise and/or 
supplies, furniture and fixtures and/ 
or the assured’s interest in improve- 
ments and betterments to building. 
Form 2 is intended to cover stock in 
seasonable manufacturing plants, and 
includes store, office and warehouse 
furniture and fixtures and the as- 
sured’s interest in improvements and 
betterments to the building. Form 5 
is a non-reporting coinsurance 
floater. It covers the same type of 
property as Form 1 and cannot be 
used for manufacturing plants. Form 
5 is the only one of the three forms 
which has a coinsurance clause. Its 
value lies in its simplification of the 
insurance coverage of the merchant 
or distributor by substituting one 
form for a number of individual 
policies and the fact that it can be 
written under an average rate. It can 
be used where the insured feels that 
the fluctuation in values is not suffi- 
cient to justify the trouble of making 
regular reports. 


Let us go back to our furniture 
distributor. We left him insured 
under the general cover contract 
which gave fairly adequate protection 
with a minimum amount of work on 
his part. Now he is considering the 
advisability of substituting an Inter- 
state Underwriters’ Board policy for 
the general cover contract. The first 
task of his insurance manager will 
be to analyze the coverage given 
under the Interstate Underwriters’ 
Loard Form, and only then will he 
consider the difference in rate. 

The standard fire policy with Form 
1 attached will not cover motor 
vehicles, property in transit, property 
on or in fairs or expositions, prop- 
erty in or at any manufacturing plant 
owned or controlled by the assured, 
nor at any location at which the as- 
sured has property at risk at the 
time of making application for this 
insurance and which was not listed 
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in the application. This impresses the 
business man as a fair restriction, 
since property in transit can only be 
covered in a transit policy and motor 
vehicles are never accepted under a 
fire insurance policy covering stock or 
buildings but must always be insured 
separately. At the same time he 
realizes that the insurance company 
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Protection May Follow Property Either 
Above or Below Ground 


cannot be expected to give protection 
at any location which was being used 
by the assured at the time the applica- 
tion was made out and which was not 
reported. 

The policy will be written for a 
provisional amount with a limit of lia- 
bility at each of the locations named 
and with a stated limit at any new 
location which may be acquired 
during the policy term. This is 
substantially the same as the require- 
ments under the general cover con- 
tract. Contributing insurance, on the 
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I.U.B. plan, is allowed, with pro rata 
contribution in the event of loss. 
DOD 


OWEVER the specific insurance 

clause, will undoubtedly lead to 
much study. It is provided in Form 1 
that specific insurance shall void the 
policy, except that specific insurance 
shall be allowed under the following 
conditions : 

(a) At locations where it has been 
necessary to procure such insurance 
to protect values in excess of the 
limits of liability of the Interstate 
Underwriters Board policy. 

(b) When disclosed by written endorse- 
ment hereon showing location, prop- 
erty covered and amount. 

The rate on the Interstate Under- 
writers’ Board contract is determined 
from the schedule submitted show- 
ing the values at each location. If 
specific insurance were allowed with- 
out notice, it would be possible for the 
unscrupulous business man, or un- 
scrupulous insurance manager, to 
make a substantial saving in his in- 
surance cost by submitting a complete 
schedule, with large amounts of prop- 
erty at low rated locations, and after 
having an average rate promulgated, 
take out specific insurance at the low 
rated locations. This would result in 
the reporting policy carrying the 
property at the high rated locations at 
a low average rate, a result which 
would be manifestly unfair. 

If there is permitted specific insur- 
ance in force at the time of any loss 
the I.U.B. contract does not con- 
tribute until the liability under the 
specific insurance is first exhausted. 
After the loss has been properly ap- 
portioned under the policies covering 
specific insurance, the I.U.B. contract 
absorbs the balance of the loss up to 
the limit as shown therein. In no 
sense is the I.U.B. policy contributing 
insurance where specific insurance 
exists. 

In many cases there will be specific 
insurance in forct at the time the 
I.U.B. contract goes into effect. Such 
insurance will be absorbed by the re- 
porting form as it expires, but in 
order to receive credit in the com- 
putation of the premium it is neces- 
sary for this specific insurance to be 
filed with the application, showing 
the location at which the property is 
insured, the amount of specific insur- 
ance in force at that location, and the 
date of expiration. The deposit pre- 
mium in this case would be figured 
on the total average estimated amount 
less the amount of such specific 
insurance as is filed, at the rate com- 
puted by the I.U.B., plus the pre- 
mium produced, figured at the I.U.B. 
rate, on the amounts of specific in- 
surance from the date of its expira- 
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tion until the expiration of the I.U.B. 
contract. When this is the case the 
liability showa on the reporting form 
contract should be for an amount 
equal to the difference between the 
total average estimated value and the 
amount of the specific insurance ; the 
policy then being indorsed “The lia- 
bility under this contract is hereby 
increased as to the date shown and 
for the amounts as listed as follows” : 
then the specific insurance should be 
noted by location, amount, and ex- 
piration date. 


A A “a 


OTH the amount of insurance and the 
B premium in the I.U.B. contract are 
provisional only. It is the intent of the 
insurance company to protect the actual 
cash value of the property described, sub- 
ject to the limits of liability at each loca- 
tion, and the provision for other insurance 
provided. It becomes the duty of the 
insured to report to the insurance company 
monthly the exact location of his property 
covered, the total value of such property 
in each location, and any other insurance 
in force at any of such locations on the last 
day of the preceding month. At the expira- 
tion of the policy an average of the total 
remaining values reported shall be made, 
after deducting the amounts of permitted 
specific insurance, if any, and if the pre- 
mium on such average value at the rate 
provided in the I.U.B. contract exceeds 
the provisional premium the insured shall 
pay to the insurer an additional premium 
for such excess, and if such premium is 
less than the provisional premium the in- 
surer refunds to the policyholder any 
excess paid. 

This arrangement makes it necessary, 
for the protection of the company, that an 
absolutely accurate statement of values 
be submitted by the policyholder. In order 
to protect itself the company inserts two 
separate clauses in the form. One, usually 
known as the “honesty” clause, is especially 
important. It reads as follows: “Jn case 
of loss, liability hereunder shall not exceed 
that proportion of such loss, which the 
last reported value at the point where the 
loss occurred bears to the actual value of 
said property at that location at the time 
of such report; liability for loss occurring 
at any location acquired since the last 
report shall not exceed that proportion 
which the last reported values in all loca- 
tions bears to the total values of such 
locations, at the time of such report.” The 
effect of this clause is not to penalize the 
insured in the event that his values have 
increased between the time of the last 
report and the time of the fire. The honesty 
clause only applies if the values were in- 
correct at the time the report was made 
out. For example, if our furniture dis- 
tributor on May 30th has a stock of 
$30,000 and so reports, he will not be penal- 
ized if the value of the stock at that loca- 
tion has risen to $40,000 when fire occurs 
on June 20. If at the time that the report 
was made out, however, there were actual 
values of $40,000 in the warehouse, the 
assured will be penalized in case of a loss 
for the error or fraud on his part. In 
this case he would only be paid three- 
quarters of any loss which occurred at 
that location. 

The insurance company also attempts 
to protect itself against fraudulent or in- 
correct reports through an audit clause 
which gives the company the right to 
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examine the books of the insured and to 
inspect the policies of any insurance cover- 
ing the property in question. The Inter- 
state Underwriters Board, in actual 
practice, has audited the books of the 
policyholders whenever the premium in- 
volved is large enough to warrant the 
expense of the audit. The results so far 
show that some adjustment in values is 
usually necessary. Practically all policy- 
holders have been glad to cooperate in 
such an audit because of the additional in- 
formation which it gives regarding their 
own. business. 


Soe > 


T is important to see that the values 

and risk do not exceed the limit of 
liability, plus the amount of specific insur- 
ance in force. Conflict in the various state 
laws makes it impossible to place a co- 
insurance clause in the I.U.B. form. In 
order to safeguard itself against the in- 
sured carrying less insurance than his 
values, the I.U.B., besides the honesty 
clause and the audit clause, also gives itself 
the right to collect a premium on the full 
values reported, after deducting for 
authorized specific insurance, irrespective 
of whether those values exceed the limit 
of liability or not. For example, the in- 
surance manager of our furniture company 
might decide that although the average 
values are $1,000,000 and there is a maxi- 
mum loss possibility of $1,500,000, he will 
write a policy with a total limit of $750,000. 
He realizes that in such a case he will be 
under insured but he also knows that 
most losses are partial and he realizes 
that there is no coinsurance clause in the 
form. In order to avoid any penalty due to 
the operation of the honesty clause he files 
a correct statement of values at each 
location, at some dates showing values up 
to $1,500,000. In that event the insurance 
company writing the policy will collect a 
premium on the full amount of values 
reported, even though its liability, under 
terms of a policy contract, is restricted to 
$750,000. This is done because the pre- 
sumption on which the I.U.B. rate is 
based is that full insurance to value will 
be carried. 

At the time the policy is taken out the 
insured must determine, in the light of his 
previous experience, what will be an ample 
limit at each location, and what limit 
will be sufficient to cover any new un- 
known location. Such a lirhit must be high 
enough to cover the maximum values 
that will be at risk during the policy year. 
The limit of liability so determined is 
independent of the provisional amount for 
which the policy is written, one being based 
on the average value at all locations, the 
other on the maximum values at each 
location. 

The form provides for automatic re- 
instatement after a loss. Under the terms 
of the clause the company is entitled to a 
pro rata premium on the amount of loss 
from the date of its occurrence to the 
expiration of the policy, the company hav- 
ing the right to deduct the earned premium 
from the loss payment. On the automatic 
reinstatement of a policy the company has 
the right to collect an additional premium 
for the amount of the reinstatement. There 
is some dispute as to whether the policy 
is reinstated at once, or is only reinstated 
as the values which were insured are re- 
placed by the policyholder. 

Summarizing his conclusions on the 
policy coverage the insurance manager of 
our mythical furniture distributor would 
be willing to concede that the coverage 
given under the I.U.B. form is at least 


equal, if not superior, to that of the gen- 
eral cover contract. The requirement laid 
upon the insured in the form of monthly 
reports is not particularly burdensome, 
since nearly every large distributor takes 
inventory once a month. Fluctuating values 
are fully protected up to the limit named 
in the policy and if, through a very un- 
usual set of circumstances the values 
should be exceeded, specific insurance can 
always be procured to take care of the 
excess amount. 
Soe 

AVING found that there is only a 

slight difference in coverage our in- 
surance manager will then turn to the rate 
to decide whether a change from the 
general cover to the Interstate Under- 
writers Board form is advisable. The 
general cover contract is written at the 
specific rates in force at each location. The 
premium is adjusted at regular intervals 
on the basis of the average values de- 
veloped at each location taken at the 
specific rate for that location. Under the 
Interstate Underwriters Board plan, as 
pointed out in our article of last month, the 
entire amount of insurance is taken at an 
average rate, determined by the Board. In 
drawing up this rate a number of other 
factors besides the specific rate and the 
values at each location are considered. 
Credit will be given to the property owner 
for good housekeeping, because of the ex- 
cellent past experience of his plant, be- 
cause of the saving in acquisition cost, 
and often for competitive reasons. As a 
result there have been charges that the 
I.U.B. has become a rate cutting organi- 
zation. These charges have been speci- 
fically denied by the officials of the I.U.B. 
but agents are still suspicious. 

The company before accepting any risk 
under the Interstate Underwriters: Board 
form of contract sets up certain minimum 
requirements. The first is that policy- 
holders must have five or more locations 
located in two or more states. Other 
limitations in these contracts, as set up 
by the I.U.B. make it impossible to write 
this insurance for a longer term than one 
year. Buildings cannot be insured under 
the reporting form of contract and furni- 
ture and fixtures are only eligible when 
included with the stock or as a separate 
item. No insurance on furniture and fix- 
tures without stock will be given. When 
insuring department store risks and other 
specific classes designated by the board, 
the maximum limit of loss at any one 
location shall not exceed 30% of the total 
estimated average annual values at all 
locations as shown on the application. 

Single State Reporting Forms 

The Interstate Board Forms were al- 
most instantly successful. Many large 
insurers whose property was located with- 
in a single state also wished to use these 
forms. The Interstate Underwriters Board 
therefore cooperated in the preparation of 
single state reporting forms, which were 
to incorporate the provisional value and 
provisional premium features of the I.U.B. 
form. Late in 1931 the single state re- 
porting forms were adopted in a large 
number of jurisdictions and are now al- 
most universally used. There are two 
forms: Form A corresponding to No. 
1 of the I.U.B., while Form B corre- 
sponds to Form No. 2. There are some 
differences between the I.U.B. forms and 
the single state reporting forms. The 
most important one is that the single 
state reporting forms, like the general 
cover contracts, are written at a specific 


(Continued on Page 31) 
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Valuation Basis Required in All States 


Survey of Position Taken by Insurance Departments On 
June 30th—December 31st Controversy 


HE State Insurance Depart- 
ments have almost universally 
stated what basis of valuation of 
securities owned by insurance com- 
panies will be required in the prepa- 
ration of statements for the year 1931. 
The Valuation Committee of the 
National Convention of Insurance 
Commissioners prepared a resolution, 
adopted by the Convention on De- 
cember 8 with three dissenting votes, 
which recommended the use of aver- 
age values because “under present 
conditions the market quotations on 
stocks and bonds for a particular day 
are not a fair standard for the ascer- 
tainment of fair market value of such 
securities.” It recommended the use 
of an average of the range of five 
quarterly periods ending September 
30, 1931, and stated that since the fair 
average thus ascertained is approxi- 
mately the closing price of securities 
on June 30, 1931, the prices of June 
30, 1931, be taken as the fair market 
value and used as such in preparing 
the annual statements. 

This recommendation was dis- 
sented from by some of the insurance 
commissioners on the ground that the 
laws of their State made filing of De- 
cember 31. values mandatory or be- 
cause they felt that the insurance 
department should be given the De- 
cember 31 values, as reflecting the 
actual position in event liquidation 
was necessary, the commissioners 
then deciding what action would be 
taken on each company, making al- 
lowance’ for all unusual circum- 
stances. 


The position of each state, as out- 
lined in an authorized statement by a 
representative of the State Insurance 
Department, follows: 

Alabama 
Charles C. Greer, Superintendent of 
Insurance: 

Alabama will use June 30, 1931, or aver- 
age over five quarterly periods ended 
September 30, 1931, values. The Super- 
intendent, however, will retain discretion- 
ary power to use actual values as of 
December 31st in individual cases when 
deemed advisable. Bonds owned by fire 
and casualty companies will not be valued 
on an amortized basis. 

Companies in their discretion may use 
December 31, 1931 market values and must 
indicate in their published statements the 
valuation date adopted. 

Arizona 
George A. Brown, Asst. Secretary, 
State Corporation Commission: 

December 31st values will be required by 
the Arizona Corporation Commission, 
Whether bonds owned by fire and cas- 
ualty companies may be carried on an 
amortized basis will depend upon require- 
ments of the home states of companies. 
Companies published statements must in- 
dicate the valuation basis used. 

Arkansas 
See Page 31 for Delayed Statement 
California 
E. Forrest Mitchell, Insurance 
Commissioners: 

The California Insurance Division will 
accept reports as filed but will exact a 
clear statement of the valuation basis 
used. It is not bound to adopt the valua- 
tion basis used, nor is it prescribing any 
basis other than that provided by law. 

It will also require from all companies 
using valuations other than those obtain- 
ing on December 31, 1931, detailed sched- 
ules of securities owned, valued as of the 
latter date, and will publish with the re- 
ports filed a summary of the effect indi- 











cated by such detailed schedules, as modi- 
fied by audit. 

The Department will apply to the state- 
ments of all companies such modification 
as may be deemed necessary under a uni- 
form procedure of audit and valuation. 
This will be accomplished in the public 
report of the insurance commissioner 
through a schedule setting forth the indi- 
cated adjustments of the surplus reported 
by each company. 

Compan‘es will be permitted to use De- 
cember 3lst values, and through require- 
ment of additional schedules, will be re- 
quired to do so. Published statements 
must show the valuation basis adopted. 


Connecticut 
Howard P, Dunham, Insurance 
Commissioner : 

The Connecticut law requires the use by 
insurance companies of true values on De- 
cember 3lst for annual statement purposes. 
Fire and casualty companies are expressly 
authorized by the statute to carry bonds 
on an amortized basis. 

The laws of Connecticut have never been 
interpreted by the insurance commissioner 
as warranting his interference with the 
problems of management arising in the 
conduct of the business of insurance cor- 
porations. Statutes creating the office lay 
upon the insurance commissioner the duties 
“to see that all laws relating to insurance 
companies are faithfully executed.” But 
so long as such companies do not violate 
the laws of the state, the officers and 
directors of such companies are solely re- 
sponsible for the success or failure of 
these institut‘ons. 

Responsibility for a true return rests 
primarily on the insurance companies urr- 
der the law. In my opinion I, as insurance 
commissioner, have no discretion to per- 
mit any other returns than a true return. 

Colorado 

No statement has been made by a mem- 
ber of the Insurance Department on the 
basis of the security valuation which will 
be required, 

Delaware 
James G. Shaw, Insurance Commissioner: 

Delaware will follow the plan adopted 
by the National Convention of Insurance 
Commissioners. 

District of Columbia 

Herbert L. Davis, Superintendent of 

Insurance: 

The Superintendent of Insurance will 

use his best judgment and discretion in 
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determining in individual cases the valu- 
ation basis to be adopted for annual 
statements due at the end of 1931. Aver- 
age market quotations will be used where 
it seems consistent so to do. Best avail- 
able data will be used in determining 
average values. 

3onds owned by fire and casualty com- 
panies may be carried on an amortized 
basis if fully secured and not at default 
as to principle or interest, but in certain 
cases it will be required that a sufficient 
reserve be set up to take care of any 
difference between the amortized and 
market values. 

Companies will be required to indicate 
in their published statements the basis of 
valuations used. 

Florida 
W. V. Knott, State Treasurer and 
Insurance Commissioner: 

The Florida Insurance Department will 
follow the rule of the National Conven- 
tion of Insurance Commissioners as to 
valuations. 

Georgia 
Irons, Deputy Insurance 
Commissioner: 

The Georgia law prescribes a sworn 
statement of the financial condition of an 
insurance company as of December 3lst. 
The Georgia Department will call for De- 
cember 31st values but will use discretion 
as to acceptance of other values furnished, 
depending on the general condition of the 
individual company. 

In determining a fair average market 
value, where such values are permitted, an 
inquiry will be made into each class of 
securities. 

Bonds fully secured and not in default 
may be carried on an amortized basis. 

Published statements of companies must 
indicate the valuation basis adopted. 

Our law provides for a sworn statement 
of “the condition of such company on 
December 31st then next preceding” any 
application for license for the transaction 
of business in this state. We do not see 
how this can be met by using market 
values of assets as of June 30th or any 
other date not provided in the law, and 
while we may be liberal in our consider- 
ation of the values presented by the com- 
panies, we most certainly shall not go on 
record as being willing to have the com- 
panies go back to the middle of the year 
in order to make a better financial show- 
ing. Our consideration in each case will 
depend upon the individual condition of 
the company as we see it. 


Lewis A. 


Idaho 
W. H. Bakes, Director, Bureau of 
Insurance: 

The Idaho Insurance Department re- 
quires the use of Dec. 31st, 1931, market 
quotations as a general basis for valuing 
securities owned by insurance companies. 
Bonds fully secured and not in default in 
principle or interest will be valued on an 
amortized basis. Companies will be re- 
quired to show in their published state- 
ments the valuation basis used. 

Illinois 

Harry W. Hanson, Supt. of Insurance: 

The Illinois Insurance Department will 
use convention valuations agreed to by 
the National Convention of Insurance 
Commissioners at the Dec. 1931 meeting 
in New York. Discretionary power will 
be retained to use actual market values as 
of Dec. 31st in individual cases when 
deemed advisable. If companies desire, 
they may use valuations of December 3lst. 

Casualty companies are permitted by law 
to value their bonds on an amortized 
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basis, but fire companies are not granted 
this privilege. 

Companies using other than convention 
valuations will be asked to indicate in the 
statement which they file with the depart- 
ment for the year 1931. 


Indiana 
John C. Kidd, Insurance Commissioner: 
The Indiana Department will use aver- 
age market quotations as recommended by 
the National Convention of Insurance 
Commissioners at its December 1931 meet- 
ing in New York. When considered 
necessary December 31 values may be re- 
quired in individual cases. Published 
statements must show the valuation basis. 
Amortized values may be used in the 
case of bonds fully secured and not in 
default in principle or interest. 
Companies will not be permitted to use 
Dec. 31st values in their discretion unless 
such values are less than the average 
adopted by the Commissioners’ Convention. 
lowa 
E. W. Clark, Insurance Commissioner: 
The Iowa Insurance Department will 
follow the resolution on security valua- 
tions which was adopted by the National 
Convention of Insurance Commissioners. 
Kansas 
H.C. Higdon, Actuary, Kansas Insurance 
Department: 


The Department expects to follow reso- 
lution of Commissioner’s Convention ac- 
cepting market value of bonds as of June 
30th, 1931. 

Kentucky 
Bush W. Allin, Insurance Commissioner: 

Department will accept the values set 
out in books of security values of the 
National Convention of Insurance Com- 
missioners. 

Louisiana 
Alice Lee Grosjean, Secretary of State: 

The laws of this State require insur- 
ance companies to give market value of 
securities on date of annual statement. 

Maine 
Wilbur D. Spencer, Insurance 
Commissioner : 

The state law requires the use of De- 
cember 3lst figures, but it may be neces- 
sary to accept average values for com- 
panies whose home states allow their use. 
The basis of valuations used must be indi- 
cated in published statements. 

Bonds may be carried on an amortized 
basis if not in default and if fully secured. 

Maryland 


Wm. C. Walsh, Insurance Commissioner: 
Either Dec. 31st or Convention valua- 
tions may be used by companies reporting 
to the Maryland Insurance Department. 
The right will be retained to insist upon 
the use of Dec. 3lst values in instances 
where this course is deemed necessary. 
Published statements of insurance com- 
panies must show the valuation basis used. 
Bonds owned by fire and casualty com- 
panies may not be carried on an amortized 
basis. 
Massachusetts 
Merton L. Brown, Insurance 
Commissioner: 
Shall use Convention rates. 
Michigan 
C. D. Livingston, Insurance 
Commissioner : 

The valuation basis set by the National 
Convention of Insurance Commissioners 
will be used in Michigan. Any other basis 
will not be acceptable to the State Insur- 
ance Department.. 


Minnesota 
Garfield W. Brown, Insurance 
Commissioner : 

The Minnesota Insurance Department 
will use average values for the five quar- 
ters ended Sept. 30, 1931, as recommended 
by the National Convention of Insurance 
Commissioners. Discretion will not be 
granted to companies to use Dec, 3lst 
values in their filed statements. In some 
individual cases, however, Dec. 3lst values 
may be required when considered neces- 
sary. The basis of valuations must be 
shown in published statements. 

Companies which have followed the 
practice of valuing bond holdings on an 
amortized basis for at least two or three 
years will be permitted to continue the 
use of this method. 

Mississippi 

No official statement has been made on 

insurance security valuations. 


Missouri 
C. E. Nelson, Actuary, Insurance 
Department: 

Average market quotations as adopted 
by the National Convention of Insurance 
Commissioners will be used in Missouri, 
although companies will be given the 
option of using Dec. 31st values if they 
so desire. Published statements must in- 
dicate the basis used. Discretionary power 
is retained to require the use of Dec. 31 
values when deemed advisable. 

In valuing bonds held by fire and cas- 
ualty companies no change will be made 
from previous practice of using market 
values. 

Montana 
See Page 31 for Delayed Statement 
Nebraska 
B. B. Gribble, Actuary, Insurance Bureau: 

Average market quotations for the five 
quarters ended Sept. 30, 1931, as repre- 
sented by June 30th, 1931, values will be 
used by the Nebraska Insurance Bureau. 
Bonds may be valued on an amortized 
basis if fully secured and not in default 
and companies will be given the option of 
using December 3lst market values of 
securities. Published statements must 
state the valuation basis used. 

The Bureau will retain discretionary 
power to utilize Dec. 31st values when 
necessary, although doubt is expressed if 
it could be exercised without resulting in 
discrimination. 

Nevada 

No official statement has been received 

from the Nevada Insurance Dept. 
New Hampshire 
John E.. Sullivan, Insurance Commissioner: 

In lieu of Dec. 31st market quotations, 
the New Hampshire Insurance Depart- 
ment will recognize as a general basis for 
valuation of securities by admitted insur- 
ance companies the market value of securi- 
ties of June 30, 1931. If the market value 
of securities on December 3lst is lower 
than the June 30th values, the companies 
will be extended the option of using either 
June 30th or Dec. 31st values. Companies 
will not be required to exhibit in their 
statements which basis of values of securi- 
ties is being observed. 

Fire and casualty companies will be per- 
mitted to carry bonds on an amortized 
basis if fully secured and not in default 
as to principle or interest. 

New Jersey 
C. A, Gough, Deputy Commissioner of 
Banking and Insurance: 

The average market quotation basis of 

valuations adopted by the National Con- 








vention of Insurance Commissioners will 
be prescribed by New Jersey. Dec. 31st 
values may be used at the option of the 
companies, with the published statement 
showing the basis adopted. Discretionary 
power is reserved to insist upon Dec. 31st 
values in such instances as deemed advisa- 
ble. 

Amortized bond values may not be used 
by fire and casualty companies, this right 
being limited under the law to life com- 
panies. 

New Mexico 
Max Fernandez, Superintendent of 
Insurance: 

New Mexico will use average market 
quotations as adopted by the National 
Convention of Insurance Commissioners. 
In their discretion companies may use De- 
cember 3lst values. The basis of valuation 
used need not be indicated in published 
statements. 

The Department will retain discretion- 
ary power to require the use of December 
3lst values in individual cases when 
deemed advisable. 

Fire and casualty companies may amor- 
tize their bonds. 

New York 

George S. Van Schaick, Superintendent 

of Insurance: 

The New York Insurance Department 
will use average market values based on 
the recommendation of the National Con- 
vention of Insurance Commissioners, Com- 
panies will be permitted at their option to 
use December 31st values, but for uni- 
formity each company must submit addi- 
tional schedules showing Convention val- 
ues. Published statements must show the 
basis used. The right is reserved to re- 
quire December 3lst values where condi- 
tions warrant such course. 

Fire and casualty companies will not be 
permitted to carry bonds on an amortized 
basis. 

North Carolina 
Dan C. Boney, Insurance Commissioner: 

The North Carolina Insurance Depart- 
ment will use average values as represented 
by closing quotations of June 30th, 1931. 
Companies will not be granted the privilege 
of using December 3lst values if they so 
desire, although the Department reserves 
the right. to prescribe such valuations in 
cases where this seems warranted. All 
published statements must indicate the 
basis used. 

Fire and casualty companies will be per- 
mitted to carry bonds fully secured and 
not in default on an amortized basis. 

North Dakota 


S. A. Olsness, Insurance Commissioner: 


This Department has adopted the Com- 
missioners’ Convention resolution for 
valuation of stocks and bonds. 


Ohio 
Charles T. Warner, Superintendent of 
Insurance: 

The Ohio Insurance Division will fol- 
low the resolution of the National Con- 
vention of Insurance Commissioners rec- 
ommending the use of average values 
based on closing prices of securities of 
June 30th, 1931. An effort will be made to 
obtain essential information from all 
available sources concerning each security 
in question for the purpose of determining 
a fair market value, including Poor's pub- 
lication of valuations. 

Companies in their discretion may use as 
an alternative the quotations of Decem- 
ber 31st, subject to unforeseen future de- 
velopments which might be considered un- 
fair or hazardous to the policyholders or 
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the general public. Published statements 
must show the basis of valuations used. 

Discretionary power will be retained by 
the Department to view and give unbiased 
consideration to the financial condition of 
each insurance company making applica- 
tion to transact business in the State in 
determining whether the ability of each 
applicant company is reasonably sufficient 
to carry out all valid obligations. 

Oklahoma 
Jess G. Read, Insurance Commissioner: 

Average market quotations, as pre- 
scribed by the National Convention of In- 
surance Commissioners, will be used by 
the Oklahoma Insurance Department. Dis- 
cretion will be granted companies to use 
December 31st values unless “arbitrary” 
action is taken in other states. The basis 
of valuations must be shown in published 
statements. At the discretion of the De- 
partment December 31st values may be 
required in unusual instances. Bonds held 
by fire and casualty companies may be 
valued on an amortized basis. 

Oregon 
A. H. Averill, Insurance Commissioner: 

The Oregon Insurance Department de- 
sires the use of December 3lst values for 
securities of insurance companies in prepa- 
ration of statements for the year 1931, but 
other conditions being favorable, will ac- 
cept average values. The average values 
to be accepted will probably be June 30th, 
1931. 

Companies may use December 3lst 
values and in certain cases such values 
may be required. Published statements 
must show the valuation basis used. 

Bonds owned by fire and casualty com- 
panies may be carried on an amortized 
basis when fully secured and not in default 
as to principle or interest. 

Pennsylvania 
C. F. Armstrong, Insurance Commissioner: 

No definite decision has been reached as 
to the valuation basis to be prescribed by 
the Pennsylvania Insurance Department. 

Rhode Island 
P. H. Wilbour, Insurance Commissioner: 

Rhode Island will conform with the 
suggestions by the National Convention of 
Insurance Commissioners as to valuation 
of securities. 

South Carolina 
See Page 31 for Delayed Statement 
South Dakota 

Opinion of Attorney General M. Q. 
Sharpe to Deputy Commissioner Fred N. 
Whiting: 

An arbitrary date, such as June 30, 1931, 
may not be fixed for the valuation of 
stocks owned by insurance companies re- 
porting to the State Insurance Depart- 
ment. The annual statement, according to 
the statute, should contain “the amount of 
stocks and bonds owned by the company, 
specifying the amount, number of shares, 
and market value of each kind of stock on 
the day of making the statement.” 

Bonds and other evidences of debt with 
fixed maturities must be valued according 
to the provisions of Chapter 268, laws of 
1921. 

Tennessee 
J. I. Reece, Commissioner of Insurance 
and Banking: 

Tennessee will use average market quo- 
tations as recommended by the National 
Convention of Insurance Commissioners, 
with the option granted to companies to 
use December 31st values and with the 
right reserved hy the Department to insist 
upon December 31st values in particular 
individual cases. Published statements 
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must show the adopted valuation basis. 
Bonds may be amortized. 
Texas 
W. A. Tarver, Chairman, Board of 
Insurance Commissioners: 

Texas will follow the plan adopted by 
the National Convention of Insurance 
Commissioners. The Convention _ state- 
ment form will be followed with respect 
to valuation of bonds. December 3lst 
values may be used by companies at their 
discretion and such values may be required 
by the Board of Commissioners when 
deemed necessary in particular instances. 
Published statements must indicate the 
basis used. 


Utah 
See Page 31 for Delayed Statement 
Vermont 

R. C. Clark, Commissioner of Banking 

and Insurance: 

See Page 31 for Delayed Statement 

Virginia 
George A. Bowles, Deputy Commissioner 
of Insurance and Banking: 

The Virginia Department will permit the 
use of average quotations as suggested 
and approved by the National Convention 
of Insurance Commissioners. Companies 
may use December 31st values if they de- 
sire. Discretionary power will be retained 
by the Department to use market values 
as of December 31st in individual cases 
when deemed advisable. 

Bonds may be carried on an amortized 
basis as provided by Sec. 4246(a) of the 
Virginia Code of 1930. 

Published statements must show the 
valuation basis used. 

Washington 
H. O. Fishback, Insurance Commissioner: 

The Washington Department will be 
guided by the action of the National Con- 
vention of Insurance Commissioners. 

West Virginia 
Edgar C. Lawson, Auditor and Insurance 
Commissioner: 

West Virginia will use average market 
values. December 31st values may be 
used, however, at the option of individual 
companies. The Department may require 
the use of December 31st values in unusual 
cases. All published statements must in- 
dicate the valuation basis used. 

Bonds amply secured and not in default 
as to principle or interest may be valued 
on an amortization basis. 

Wisconsin 
H. J. Mortensen, Insurance Commissioner: 

Companies will be expected to file state- 
ments with the Wisconsin Insurance De- 
partment reflecting their true financial con- 
dition as of December 31st, which may or 
may not be based on actual market con- 
ditions on that date. The department will 
use such standards to measure values as is 
determined by it from the best information 
available to it. Discretion will be exer- 
cised by the department in all cases where 
deemed advisable. 

Companies may use December 31st 
values if they desire and must indicate in 
their published statements the basis of 
valuation used if it is other than market 
quotations as of December 31st. 

Wyoming 
Theo. Thulemeyer, Insurance 
Commissioner: 

The Wyoming Insurance Department 
will follow the resolution passed by the 
National Convention of Insurance Com- 
missioners at its December meeting in 
New York. 

(Continued on Page 31) 
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Truth In Insurance Advertising 


E suppose old Herod the Great, Xerxes, Darius, 

Hannibal, Fiddler Nero and Attila the Hun, 

after having lorded it over their then-known 
worlds for a long period, must have felt a great surge 
of anger sweep over them at the moment when their 
power definitely began to slip. It has been well said 
that “great events cast their shadows before,” and 
fury in the minds of men often presages their destruc- 
tion. 


It is a far stretch of the imagination, of course, to 
link such large figures in the world’s history as Herod, 


or Attila, with stock company characters of today, 
who war not with spears or gallant cavalry, but hide 
within the more or less safe precincts of marble office 
buildings and substitute mendacious and maladroit 
propaganda for courageous fight in the open. 


Can you not picture the President of the Pomp 
& Glory Stock Insurance Company or the senior 
partner of the Up & At ’Em Insurance Company who 
has just passed the Agents Qualification Examination 
reading comfortably in his easy chair after a good 
lunch, suddenly having his calm disturbed by an 
advertisement of mutual insurance in the Saturday 
Evening Post? His neck grows red above his collar; 
his eyes widen; his cheeks show two hectic crimson 
spots; his breath comes in short gasps—for here, 
on a page of the magazine of world-widest circulation 
is rank heresy, lese majesty of the most pronounced 
type; in fact, mutual insurance setting itself up as a 
kind of protection equal to, or superior to, the stock 
variety ! 

soa 
UZZ, go half-a-dozen push buttons; the legal 
department, the advertising department is sum- 
moned. Walter Bennett and Edson Lott are paged 
and the Pomp & Glory Emergency Hospital is pre- 
pared for the reception of its now apoplectic chief 
executive. 


, 


Chapter Two in this romance sees the multigraph 
of the American Agency Bulletin working far into 
the night sending out letters to the stock company 
yoemanry urging an attack in forty-eight states on 
the company which has dared to allow its name to be 
used as an example of the high type of policyholders 


of mutual insurance. Shortly after, the mails are 
cluttered up with letters, most of them inanely the 
same, telling the offending concerns that the stock 
companies’ three hundred thousand agents in the 
United States have been dreadfully miffed by the 
action of this department store, or that tobacco com- 
pany, in taking out mutual insurance, and as for them 
(the stocks) neither their immediate families, nor 
their relatives, nor their lodge brothers, nor any of 
their employees, under pain of dismissal, shall ever 
darken again the door of a business that buys mutual 
insurance and has the effrontery to admit it. 


The reader may think that the above is written in a 
spirit of burlesque extravagance, but it is no more 
ridiculous than what has happened within the last 
several months. 


There would be no point in rehearsing the actual 
instances beyond the statement that, as the readers 
of the Saturday Evening Post already know, there 
was mention in that periodical in the course of a 
campaign of mutual advertisements that certain out- 
standing business concerns were covered by mutual 
protection. Immediately the mutuals were accused 
by the stock companies of bad faith, and the business 
institutions mentioned were written to, telephoned to, 


_.and called on, during the next few weeks by a selected 


set of stock company strong-arm men. If some of the 
mutually insured company officials may have been 
startled by this reaction for a moment, and assured 
the stock representatives that no harm was meant, 
this seems only a natural outcome. However, the 
fact remains that in each case a responsible official of 
the company whose name was used in any advertise- 
ment gave his sanction to the publicity, and in all 
instances a substantial portion of the risk was, and 
is, covered by the mutuals. 


Mutual insurance is proud of its friends and is 
particularly happy that there are so many of them. 
The before-mentioned stock company opposition only 
inspires a resolution by the fire and casualty mutuals 
to increase the appropriation for their advertising. 
As a matter of fact, there is so large a number of 
mutually insured concerns who are not only desirous 
but anxious, to have their names used in national 
advertising programs of the mutuals that it will be 
absolutely necessary to enlarge the scope of the cam- 
pdign in order to accommodate them all. 


An esteemed rival publication which apparently 
would rather be contemptuous than contemporary 
has this amusing phrase in a recent editorial—“There 
are people who would rather be thrown out of the 
house than be refused entrance altogether, and the 
mutuals seem to like it.” A nice piece of rhetoric 
this, for which some editorial writer should have a 
bonus, but after one has smiled at the smartness of 
the remark its aptness should be questioned. Stock 
insurance which has been so vigorously thrust out of 
many big-business insurance contracts in recent years 
should be the very last to suggest that a competitor 
has been kicked down stairs. Their own list of what 
purports to be 100 per cent stock insured business 
concerns is by actual count heavily sweetened with 
a large portion of mutual coverage. Any insurance- 
wise person knows that it would be a difficult matter 
to find any major business which was absolutely 
either all mutual or all stock in its insurance connec- 
tions. But the public may be assured that any list 
which the mutuals publish is composed of concerns 

(Continued on Page 18) 
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- Life-Lights Against a Business Background 


A Great American Jurist Retires 


OT a few persons, probably, on 
N hearing that Associate Justice 
Oliver Wendell Holmes had 
resigned his distinguished seat on the 
bench of the Supreme Court of the 
United States, remarked, “Let me 
see, now. He’s the fellow who wrote 
“The One Hoss Shay,” isn’t he?” 
Well, he isn’t. He is the son of the 
author of that delightful Yankee 
poem, which has the essential flavor 
of New England’s soil, and is a bit 
of as pure Americanism as may be 
found in our literature. Proud as he 
is of bearing the name of his great 
and gifted father, it is not unlikely 
that fact will rob him of some of the 
honor to which he is so justly entitled 
on the basis of his own splendid 
worth, and invaluable contribution to 
American jurisprudence. School 
text books have made the children of 
America for several generations fa- 
miliar with the name and works of 
Oliver Wendell Holmes, physician, 
poet and genial philosopher. His 
genius wrought in a field nearer to 
popular sentiment, more stimulating 
to popular fancy than that in which 
the fine intellect and noble spirit of 
his son have labored; yet the work 
of the latter, in its own sphere, has 
tremendously influenced the common 
life of the people. It is natural, how- 
ever, that the two illustrious figures 
should become confused in the minds 
of many. 
sO 
YEAR after the marriage of 
Oliver Wendell Holmes, the 
first, to Amelia Lee, Oliver Wendell 
Holmes, the second, was born. That 
was in 1841—on March 8th to be 
precise. Dr. Holmes, in whose ar- 
teries ran the blood of the Wendells, 
QOuincys and Jacksons, had moved to 
Boston to practice his profession. He 
was later to become professor of 
anatomy at Harvard. The infant boy 
who signalized his union with Amelia 
Lee was born in the Boston home, 
and early displayed promise of per- 
petuating worthily his father’s name. 
He grew up ina New England at- 
mosphere of liberal intellectualism, 
softened by. a kindly humanism and 
gentle humor, but strengthened by 
high principles of integrity, sense of 
duty and ideals of loyalty. His earlier 
instruction was received at a private 
institution bearing the name of Dix- 
well’s school. From this preparatory 
academy he went to Harvard Col- 
lege. He chose law rather than medi- 
cine as his vocation, thus departing 
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from the example of his father to 
follow the bent of his own mind. He 
graduated soon after his twentieth 
birthday. Before graduation he had 
enlisted in the 4th battalion of infan- 
try at Fort Independence, and with 
that experience in military affairs 
went presently to the front with the 
20th Massachusetts regiment, to give 
himself to hardship and wounds in 
defense of the Union. 

He was a good soldier, and saw 
dangerous action at the battles of 
Ball’s Bluff, Va., Antietam and Fred- 
ericksburg. In the first of these bat- 
tles he narrowly missed death from a 
bullet wound in the breast ; in the sec- 
ond a bullet in the neck nearly ended 
his career. Fredericksburg gave him 
a limp that lasted for some years. A 
bullet entered his foot. He served on 
the staff of Gen. Horatio D. Wright, 
and was mustered out with the rank 
of captain in 1864. 

His soldiering at an end, he went 
back to the study of law, for which 
his academic course at Harvard had 
laid the foundation. He entered Har- 
vard law school, and in 1866 was giv- 
en the degree of LL.B. He was at 
once admitted to the bar and to prac- 
tice before the United States Su- 
preme Court. 

DOD 

IS masterful knowledge of the 

law, his penetrating intelligence, 
forever digging beneath the surface, 
or pushing behind the scenes, to dis- 
cover the reason for rules and forms, 
the underlying principles of justice, 
soon aroused the attention of his 
alma mater, and he was made instruc- 
tor in constitutional law. In 1882 he 
was promoted to a full professorship, 
but now the discerning governor of 
Massachusetts had his eye upon him, 
and at the first opportunity appointed 
him to the Supreme Court bench of 
that great commonwealth. In 1899 
he became Chief Justice of Massa- 
chusetts. 

His opinions and decisions began 
to attract national attention. They 
were marked by a breadth of under- 
standing, not merely of the letter of 
the law, but, in most significant de- 
gree, of its spirit and aims. To make 
the law the instrument of justice, the 
means of protecting and promoting 
the ideals of liberty in a democracy, 
became a dominant motive in his 
thought. Law for law’s sake, so often 
the aim of the lawyer and jurist, was 


of less concern to him than law for 
the sake of the public welfare. 

In 1902, when Justice Horace Gray 
resigned from the Supreme Court of 
the United States, Theodore Roose- 
velt, then President, chose Oliver 
Wendell Holmes to succeed him as 
Associate Justice. 

Thus for nearly 30 years Justice 
Holmes gave his service in the na- 
tion’s highest courts. His opinions 
were often dissenting opinions, but 
many believe this fact to be chiefest 
among his claims to honor. It is held 
that in those opinions he made strik- 
ing demonstration of his capacity to 
think more deeply and vitally, and to 
see farther than some of his learned 
colleagues. 

He has been called a “liberal,” and 
the term is justified in some senses 
in which it may be used. But his lib- 
eralism was that of the spirit of the 
law and the constitution, rather than 
of any definite—or indefinite—pur- 
pose to loosen the bolts in the struc- 
ture of government, or to discard the 
stays and restraints which have been 
found necessary to social security. He 
was not content to be a legalist. 


owe 


N his written opinions, which con- 

stitute a library in themselves, 
there may be found a combination of 
amazing scholarship with a charm of 
literary style that is rarely present in 
such association. His father’s de- 
lightful gift as a graceful writer of 
English descended to him, together 
with his father’s fine appreciation of 
the honest sentiment and humor of 
life. He made the law a living thing, 
rather than a dead letter. He clothed 
it in flesh, and set red blood pulsing 
in its channels. Something of his 
philosophy is beautifully expressed in 
these words, quoted from an utter- 
ance among his earlier writings: 

“The universe has in it more than 
we understand. .. . The private sol- 
diers have not been told the plan of 
the campaign or even that there is 
one... . We shall still fight.” 

In that spirit he carried on until 
his 91st year had been reached and 
passed. As he now enjoys rest from 
long labors, loved and admired by all 
who know him, and established in the 
honoring memory of the nation, we 
recall a line from a Latin poet with 
which he finished a letter to Chief 
Tustice Hughes a year ago, “Death 
plucks at my ear and says, ‘Live; I 
am coming.’” And so he lives, not 
fearing the approaching visitor. 
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Truth in Advertising 
An Editorial 
(Continued from Page 16) 
which have given permission for that 
specific purpose; while it has been 
established that certain stock com- 
pany lists have been compiled from 
answers to a vague questionnaire, 
supposed to be for statistical use 
only, and that those on such lists have 
in many cases utterly repudiated the 
inference that they were stock in- 
sured beyond only a small amount. 
QO 


HE stocks have tried cleverly 

to draw a red herring across their 
trail in this, as in other propaganda 
efforts but the scent of their boycotts 
and ludicrous reciprocity measures is 
too strong to be eradicated. They well 
know that the insurance buying public 
is glad, at last, to have some reliable 
and unbiased information about the 
subject of insurance broadcast in a 
national way which puts the stamp of 
authority on its message. 

The stock companies in the same in- 
spired editorial, as previously men- 
tioned, go on to make this statement : 
“This is a day of saving at the bung, 
the tap and the cracks of the barrel, 
and so the mutual fires and casualties 
are in the market with cheap stuff to 
sell. There are business folks who will 
always ‘take a small slice’ for experi- 
ment, but when it comes to depend- 
able insurance for the vast values, the 
old stock companies get the real 
apples.” 

Well, fellow policyholders, if the 
old stock companies are getting the 
real apples, why do they grow so 
much excited about a few advertise- 
ments. The truth of the situation is 
that real apples have fallen into the 
mutual basket at quite a rapid rate. 

Why the necessity for a nation- 
wide boycott scheme directed against 
all business mutually insured ; why the 
appointment of committees of com- 
pany men and agents to devise new 
ways and means of meeting mutual 
competition ; why the effort by coer- 
cion to force agents to abandon their 
representation of mutual companies ; 
why the maintenance of a secret or- 
ganization for the purpose of publish- 
ing anonymously false statements 
concerning mutual insurance; why 
the efforts of the stock legislative 
lobby to limit or eliminate mutual 
competition through legislative chan- 
nels; all this and more, because 
mutual fire and casualty insurance 
does not amount to anything, because 
it is cheap, because it is unsound, be- 
cause “it has been thrown out” of the 
houses and business concerns of 
America? Of course not, the growth 
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of mutual insurance has been suffi- 
ciently disturbing to the stock inter- 
ests to cause them now to take the 
most desperate measures, coercion, 
falsehood and facketeering, in a 
frenzied effort to stem the tide. Ap- 
parently, rate cutting, misclassification 
of risks and other unfair discrimina- 
tory practices used in combating 
mutual competition have failed; aye, 
even the boycott and false propa- 
ganda are falling down, for new com- 
mittees are being appointed almost 
daily in an effort to lift the clouds 
of their despair. And every item of 
this bluff and bluster the mutuals 
have met calmly and skillfully by go- 
ing about their business, giving their 
policyholders such service, with at- 
tendant economy, that insurance 
buyers throughout the world are 
turning to the mutuals in large num- 
bers every day because their friends 
so strongly recommend it. 


If the National Advertising Cam- 
paign did not bring.in even one pros- 
pect for the mee companies, it 
would be worth every cent it costs 
for the amount of discomforture it 
gives to the stock partisans. Mutual 
insurance certainly has a way of 
pleasing its policyholders, if not its 
competitors. And after all, isn’t that 
one of its best recommendations ? 

soa 

Legislative Activities 


HE following legislatures are 
now convened in_ regular 
session : 

Kentucky 
Massachusetts 
Mississippi 
New Jersey 
New York 


Rhode Island 
South Carolina 
Virginia 
United States 
Congress 
The regular session of the legisla- 
ture of Louisville will not convene 


until May 9, 1932. In addition to 
these regular sessions the legisla- 
tures of Ilinois and Wisconsin are 
in special session, Illinois to con- 
sider tax relief and Wisconsin to 
consider a number of subjects, the 
principal subject being unemploy- 
ment relief and an emergency in- 
come tax, a chain store tax and in- 
creased inheritance tax to procure 
revenue for such relief. Also in 
Illinois a bill, House 244, has been 
introduced providing for a 2% 
premium tax upon all insurers, for- 
eign and domestic, this tax to be in 
addition to any other taxes now 
payable by such insurers. 
sss 


EGISLATION dealing with 
qualification of insurance agents 

will receive attention in Kentucky, 
House Bill 9 having been intro- 


duced by Mr. Ford and Senate Bill 
47 by Mr. Yates. 

A number of bills have been in- 
troduced in Massachusetts relating 
to changes in the compulsory auto- 
mobile insurance law including 
several bills creating a state fund. 
A State Workmen’s Compensation 
Fund bill has also been introduced. 
A resolve providing for a special 
commission to study the advis- 
ability of enacting legislation con- 
ferring upon the commonwealth 
jurisdiction to determine, promul- 
gate, or supervise fire insurance 
classification of risks and rates is 
now before the Massachusetts legis- 
lature. 

In New York, Senate Bill 40 and 
its companion bill House 52 pro- 
vide for elimination of all private 
workmen’s compensation insurance 
carriers, making the present com- 
petitive state fund a monopolistic 
one. 

The House of Representatives in 
Congress have passed House Bill 
5821 which makes provision for 
an income tax in the District of 
Columbia. This bill has now been 
referred to the Bureau of Efficiency 
for study and no action is probable 
for several weeks. 


Changes In Personnel of 


Mutual Companies 

J. C. Wilson, vice president of the 
Lumbermens Mutual Casualty Com- 
pany and the American Motorists 
Insurance Company, has been ap- 
pointed manager of the Safety Engi- 
neering Department of the two com- 
panies. 

Mr. Wilson has been on the staff 
of the “L-M-C” since 1914, and has 
had wide experience in various phases 
of the companies’ operations notably 
in safety, claim and underwriting 
work. 

In his new capacity he will have 
general supervision of safety engi- 
neering activities throughout the 
country for both the “L-M-C” and 
American Motorists. 

OOS 

The Holyoke Mutual Fire Insur- 
ance Company of Salem, Massachu- 
setts has announced that the Direc- 
tors have elected Harry F. Marden 
Secretary, to succeed the late Louis 
©. Johnson, and Howard S. Beechey 
Assistant Secretary, to succeed Mr. 
Marden. 





The Journal of American Insur- 
ance will bring timely news and in- 
formative articles to your desk every 
month. The subscription price is 
$2.50 per year. Address 230 No. 
Michigan Ave., Chicago, II. 
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Whether Caused by Fire, Auto Accident, Building Collapse or Careless Management, Such a Scene Almost Inevitably Means That 
Liability Obligations Must Be Assumed by Someone 


Liability In Excess of Policy Limit 


Various, Courts In the Matter of Casualty 
Company’s Obligations Under Liability Insurance Contracts 


Conflicting Views 


HE policy contract used in the 

insurance of liability risks con- 

tains provisions by which the 
insurance company agrees to protect 
the insured from damages or liability 
imposed by law up to the amount 
fixed by the policy. It contains an 
obligation on the part of the company 
to investigate the claims and (1) to 
defend suit brought by claimant, or 
(2) to settle claim or suit, or (3) to 
pay the amount of the policy to the 
insured. There is a provision whereby 
the company disclaims all liability for 
expenses incurred or settlements made 
by the insured without the written 
consent of. the company. 

All claims against the insured 
which, if well founded, will ultimately 
result in policy liability to the com- 
pany are effectively placed entirely in 
its hands. In practice, claims against 
an insured are investigated by the 
company, if unfounded they are de- 
tended, and if well founded they are 
appraised by the company and settled 


with the claimant before suit or at 
least before judgment, that is when- 
ever a compromise figure of reason- 
able accuracy can be agreed upon. 

A question of some interest has 
arisen with respect to the liability in- 
surance policy and company under a 
special set of facts. Outlined briefly 
they are: 


A policy is written to cover liability 
up to a fixed amount. A claim and 
suit are brought against the insured. 
The company takes complete charge 
of handling the claim and defending 
the suit. At sometime prior to final 
judgment in the suit the claimant 
offers to settle on a basis that will re- 
quire the company to pay an amount 
equal to or less than the limit fixed by 
the policy. The company refuses to 
settle and goes on with the defense of 
the suit. The final judgment rendered 
is in excess of the policy limit. The 
insured is required to pay from his 


own resources the amount by which 
the judgment exceeds the policy limit. 
The question is: Can the insured 
recover such excess amount from the 
insurance company ? 
QoS 


ASES have arisen involving sets 

of facts similar to those set out 
above. The courts of the various 
states have almost uniformly held that 
bad faith on the part of the insurance 
company in rejecting a settlement 
offer will subject the company to lia- 
bility for the full amount of a judg- 
ment recovered when it exceeds the 
policy limit. But the courts are not 
agreed upon what constitutes bad 
faith. Some have held that bad faith 
must amount to fraud. Others have 
held that the failure of the insurance 
company to use ordinary or reason- 
able care constitutes bad faith. 

We shall group the cases by juris- 
diction under two main headings: I. 
States in which, according to the 
latest expression of their supreme 
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courts, no recovery has been allowed 
in these cases; II. Jurisdictions in 
which recovery has been allowed. 

In the first group are: Maine 
New York, Pennsylvania, Michigan, 
Minnesota, Indiana, Ohio, Louisiana, 
North Carolina, Mississippi and Ala- 
bama. In the second group are: 
New Hampshire, Texas, Wisconsin 
and the Federal courts. 

OOS 


I, No Recovery Allowed 
AINE. Rumford Falls Paper 
Co. v. Fidelity & Casualty Co. 
(1899) 92 Me. 574, 43 Atlantic 503. 
Employers liability policy in the 
amount of $1,500. One of the in- 
sured’s employees was injured. He 
brought suit against the insured. The 
insurance company took charge of the 
case. The injured employee offered to 
settle the case for $1,000. The insured 
urged settlement. The company re- 
fused to settle and the case went to 
trial. There was a verdict of $4,250. 
The verdict was reduced to $2,500 by 
the court and judgment entered there- 
on. The insured was compelled to pay 
the judgment plus court costs, etc., 
amounting in all to $2,763.90. The 
insured brought suit against the in- 
surance company to recover the full 
amount expended by it. It was held 
that the insured could recover only 
the amount of the policy, $1,500, plus 
interest from the date of judgment. 
The case was tried for the insured 
on the theory that there must be in- 
ferred from the written policy con- 
tract an implied agreement, that if 
the company decided to defend the 
case after refusing a compromise 
offer by the claimant, then the com- 
pany must be held to be liable for all 
damages attached by a judgment. It 
was contended that otherwise the 
company, with its absolute control of 
the case, did not have adequate re- 
sponsibility, and hence the insured 
must be subjected to hardship and in- 
justice which the contract did not 
anticipate. The court indicated that 
it was fully aware of the unsatisfac- 
tory position in which the insured 
found itself under the contract, but 
decided that the agreement was en- 
tered into by both parties as free 
agents and was a contract which they 
were entitled to have enforced ac- 
cording to its terms. Meanwhile hold- 
ing that the contract contained no 
agreement by the company to settle 
claims, nor any agreement by the 
company to be liable beyond its 
specific limit of $1,500. 
QS 
EW York. Brazil y. Maryland 
Casualty Company (1914) 210 
N. Y. 235, 104 N.E. 622, LRA 
1915A 629, affirming, (1911) 147 


JourRNAL oF AMERICAN INSURANCE 


Appellate Division 815, 133 NYS 
187. Employers liability policy in the 
amount of $1,500. An employee was 
injured, brought syit, and while it was 
pending offered to settle for $1,500. 
The insurance company, which had 
full control of the claim, refused to 
settle and let the case go to trial. 
There was a verdict and judgment 
for $6,000. The company refused to 
appeal. It tendered $1,500 to the in- 
sured. The insured entered the case 
on his own behalf and took an appeal 
which was successful. The amount 
expended by the insured in carrying 
through the appeal exceeded the 
policy limit of $1;800. The insured 
brought suit against the company to 
recover the total amount expended 
on appeal. It was held that the entire 
amount could be recovered. The de- 
cision was based on the fact that the 
company was guilty of bad faith in 
undertaking the defense of the case 
and then refusing to go forward with 
an appeal. 


Schenke Piano Co. v. Philadelphia 
Casualty Co. (1915) 216 New York 
662, 110 N.E. 1049, memorandum de- 
cision; affirming, 157 Appellate divi- 
sion 917, 142 N.Y.S. 1143. Insured 
held an employers liability policy for 
$5,000. An injured employee recov- 
ered a judgment of $10,543.93 against 
the insured. The company had charge 
of the claim and of defending the 
suit. The company paid $5,000 on the 
judgment. The insured seeks to re- 
cover $5,543.93 from the company 
because of its failure to accept an 
opportunity of settling the case 
within the policy limits. No bad faith 
or fraud was alleged, but only that 
the company acted negligently and 
without due diligence. A judgment 
for the insurance company was 
affirmed by the Court of Appeals 
without an opinion. 


Brunswick Realty Co. v. Frank- 
fort Ins. Co. (1917) 99 Miscellaneous 
Report 639, 166 N.Y.S. 36. Insured 
held a liability policy in the amount 
of $5,000. After a suit had been filed 
against the insured and the insurance 
company had taken over the defense, 
the claimant offered to settle for 
$5,000. The insured considered this 
a fair settlement and offered to bear 
a substantial part of the settlement 
figure. The company refused to set- 
tle and would not allow the insured 
to act in any way. There was a ver- 
dict and judgment for $8,000. The 
company paid $5,000 on the judg- 
ment. The insured was forced to pay 
the remainder and brought this action 
to recover $3,000. On a motion by 
the company for a judgment on the 
pleadings it was held that the insured 
had a cause of action. Under the 


facts alleged the insured might predi- 
cate a recovery based on the propo- 
sition that the company acted in bad 
faith in refusing to settle. 


only 


cALEENAN v. Massachusetts 

Bonding & Insurance Co. 
(1916) 173 Appellate Division 100, 
159 N.Y.S. 401; affirmed 219 New 
York 563, 114 N.E. 114, without opin- 
ion. Insured held an automobile lia- 
bility policy for $5,000. After an ac- 
cident, suit being brought for wrong- 
ful death the company undertook to 
defend. Before trial the claimants 
offered to settle for $7,500. Insured 
wished to settle and offered to pay 
one-half of the settlement figure. The 
company refused. Insured was re- 
fused permission to settle his own 
liability in excess of $5,000. There 
was a judgment for $12,500. The in- 
sured was compelled to pay over 
$7,000 and he brought suit stating the 
above facts as one cause of action. It 
was held that the insured had not 
stated a cause of action. As a second 
cause of action the insured stated the 
above facts and added that after judg- 
ment for $12,500 had been entered 
the company agreed to take an appeal 
but did not do so and allowed the 
time for the taking of an appeal to go 
by without notifying the insured. It 
was held that the insured’s second 
cause of action was good. Recovery 
was affirmed. 


Levin v. New England Casualty 
Co. (1917) 101 Miscellaneous Re- 
ports 402, 166 N.Y.S. 1055 ; affirmed 
by Appellate Division (1919); and 
affirmed without opinion (1922) 233 
New York 631, 135 N.E. 948. In- 
sured had a liability policy for $5,000. 
On suit being brought for $25,000 
there was a compromise offer of 
$3,150.. The company refused to settle 
unless the insured paid one-third of 
the settlement figure. The insured 
paid and the case was settled. The in- 
sured sued to collect the amount 
which he had contributed to effect the 
settlement. It was held that the in- 
sured could not recover. The facts 
did not show bad faith on the part 
of the company. 

Auerbach v. Maryland Casualty 
Co. (1923) 236 New York 247, 140 
N.E. 577, 28ALR 1294; reversing 
205 Appellate Division 131, 199 
N.Y.S. 351. Insured held an automo- 
bile liability policy for $5,000. Two 
suits were brought against the in- 
sured, one for $40,000 and one for 
$10,000. Both cases could have been 
settled for $6,500. The company ad- 
mitted that this was a good settlement 
and offered to pay $3,500 if the in- 
sured would contribute $3,000. The 
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The Innocent Looking Interior of a Store May Quickly Be Transformed Into a Menace 


insured would contribute no more 
than $1,500 and called upon the com- 
pany to contribute $5,000, the amount 
of the policy. No settlement was 
reached. Both cases went to trial 
and recoveries were had in the 
amounts of $20,000 and $500. The 
company paid $5,000 on the judg- 
ments and the insured paid $15,500. 
The insured then brought action to 
recover the amount which he was 
forced to pay less $1,500 which he 
had agreed to pay to effect a settle- 
ment. It was held that there could be 
no recovery. The holding is based on 
the theory that the relations of the 
parties were purely contractural, that 
the company was under no obligation 
to make a settlement which contem- 
plated the payment of the maximum 
amount for which it would be liable 
in any case. 
QOD 


TREET COAL CO. v. Frankfort 

General Insurance Co. (1923) 
237 New York 60, 142 N.E. 352. 
The insured held a liability policy in 
the amount of $5,000. An action was 
brought by a claimant and defended 
by the company. There was a judg- 
ment for $13,000 which was affirmed 
On appeal. The insured brought an 
action to recover the difference be- 
tween the judgment and the policy 
less $5,000. That is, it brought an 
action for about $3,000. The theory 
of the insured’s case was that the 
suit should have been settled before 
trial for $5,000. The company failed 
to communicate this offer of settle- 
ment to the insured. The insured 





claimed that it would have accepted 
the offer of settlement and paid the 
full amount thereof. No bad faith on 
the part of the insurance company 
was claimed. It was held that the in- 
sured could not recover the $3,000 
sued for. 


Best Building Co., Inc. v. Employ- 
ers Liability Assurance Corp. (1928) 
247 New York 451, 160 N.E. 911. 
Insured held an employers liability 
policy in the amount of $10,000. An 
injured employee brought suit and 
offered to settle for $8,500. The com- 
pany made a counter offer of $6,500. 
No agreement was reached. The in- 
sured was not notified. The insured 
claims that it would have contributed 
$2,000 toward effecting the settle- 
ment. The case went to trial and 
there was a judgment for $16,000. 
The insured brought suit for $4,000, 
that is the difference between the 
judgment and the policy less $2,000 
which it was willing to pay. It was 
held that there could be no recovery 
by the insured. The opinion of the 
court states: 


“tk * * T am inclined to the belief that the 
contract of the parties must measure the 
liability in the absence of fraud or bad 
faith.” 


“* * * Tf the insurance company is to 
be obligated to make a settlement under 
any given circumstances, it must be a mat- 
ter to be dealt with between the insured 
and the insurer, or else regulated by the 
Legislature.” 


“* * * Although this court wrote no 
opinion in the case of Schenke Piano Co. 
v. Philadelphia Casualty Co., 216 New 
York 662, 110 N.E. 1049, it apparently de- 


cided that there was no liability for negli- 
gence in failing to settle a claim under an 
accident policy. * * * Our note in the 
memorandum or recital of our decision 
calls attention to this complaint as alleging 
negligence and lack of due diligence. As 
a verdict directed against the plaintiff's 
contention of negligence, this court must 
have decided the point.” 


Qa 


ENNSYLVANIA. C. Schmidt 

& SONS BREWING Co. vy. 
Travelers Ins. Co. (1914) 244 Penn. 
286, 90 Atlantic 653, 52 L.R.A.N.S. 
126. The insured held an automobile 
liability policy for $5,000. An injured 
person brought suit and offered to 
settle for $6,000. The insured offered 
to pay $1,000 towards effecting a set- 
tlement. The company refused to 
settle on this basis and the case went 
to trial. There was a verdict of judg- 
ment for $9,200. The insured 
brought suit against the company to 
recover $3,200, the difference be- 
tween the judgment and the policy 
less the $1,000 which it stood ready 
to pay in order to effect a settlement. 
It was held that the insured could not 
recover. The opinion cites no authori- 
ties and is not lengthy. It is stated 
that the policy gave the entire man- 
agement of the case to the company 
and the insured was forbidden to set- 
tle or interfere with the case. To 
quote “The insurer was under no 
obligations to pay in advance of trial 
and the decision whether to settle or 
try was committed to it. The plain 
words of the policy have no other 
meaning.” The question of bad faith 
was not considered. 
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ICHIGAN. City of Wakefield 

v. Globe Indemnity Co. (1929) 
246 Michigan 645, 225 N.W. 643. 
The liability policy was issued to the 
city on its auto bus line. The amount 
was $10,000, A person was badly in- 
jured by one of the city’s busses. The 
injury had every indication of being 
permanent. The party brought suit 
and after testimony for the injured 
party was in, the attorney who con- 
ducted the case for the insurance 
company advised settlement at $4,325. 
Such offer of settlement was made by 
the injured party. The company de- 
clined to settle. There was a judg- 
ment for over $15,000 which was 
affirmed by the Supreme Court. The 
city sued the insurance company for 
the amount of the judgment in excess 
of the policy limit. It was held by a 
divided court, four to three, that there 
was no evidence of bad faith on the 
part of the company and a judgment 
for the company was directed to be 
entered. The minority of the court 
submitted an opinion which recom- 
mended a new trial in which the ques- 
tion of bad faith might be submitted 
to a jury. They believed the facts to 
be such that bad faith might be predi- 
cated upon them. 

sfosa 


INNESOTA. Mendota Elec- 

tric Co. v. New York Indem- 
nity Co. (1926) 169 Minn. 377, 211 
N.W. 317. The insured held a public 
liability policy in the amount of 
$5,000. A suit was brought against 
three public utility companies of 
which the insured was one. The case 
was a bad one and liability was ad- 
mitted. A settlement before trial for 
$18,000 was considered fair and not 
excessive. The settlement contem- 
plated the payment of $4,750 by the 
insured as its share. The company 
refused to pay more than $3,625 of 
the insured’s portion. The insured 
paid its full share and brought suit 
for $1,125 against the company. It 
alleged that it was forced to pay this 
amount because the company acting 
in bad faith had refused to pay an 
amount within the policy limits to 
effect a settlement which was ad- 
mitted to be not excessive. The in- 
surance company demurred to the ac- 
tion. The demurrer was over-ruled. 
The court held that the insured had 
stated a cause of action. The opinion 
reads, “Where the insured is clearly 
liable and the insurer refuses to make 
a settlement, thus protecting the in- 
sured for a possible judgment for 
damages in excess of the amount of 
the insurance the refusal must be 
made in good faith and upon reason- 
able grounds for the belief that the 
amount required to effect a settle- 
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ment is excessive.” The case went 
back to the county district court and 
a trial was had. On appeal of this 
case (Mendota Elec. Co. v. New 
York Indemnity Co. (1928) 175 
Minn. 181, 221 N.W. 61) it was held 
that the company acted in good faith 
and had reasonable grounds for re- 
fusing to pay more than it did. The 
insurance company claimed that the 
insured actually paid more than its 
just share as between it and the two 
other utility companies involved. The 
court approved the rule of law laid 
down by it in the former appeal. 
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| prorgy sg Kingan & Co. v. Mary- 
land Cas. Co. (1917) 65 Ind. 
Appellate 301, 115 N.E. 348. Insured 
held an explosion liability policy in 
the amount of $5,000. An explosion 
occurred and an employee was in- 
jured. The employee notified of the 
injury and offered to settle for $4,000. 
The insurance company refused the 
offer and made no counter offer. The 
employee then instituted an action. 
Before trial there was an offer to set- 
tle for $6,000 which the insurance 
company refused. There was a trial 
verdict and judgment for $7,500 
which was affirmed on appeal to the 
Supreme Court. The final judgment 
was in excess of $9,000. The insured 
paid the judgment. In a suit to re- 
cover the full amount of the judg- 
ment from the insurance company it 
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was held that the insured could re- 
cover only the amount of the policy 
plus costs. It was held that there was 
no showing of negligence or fraud on 
the part of the company in failing to 
settle the case. The mere fact of re- 
fusal to settle was not sufficient to 
make the company liable for amounts 
in excess of the policy limit and cost. 
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HIO. Cleveland Wire Spring 

Company v. General Accident 
Fire & Life Assurance Corp., Ltd. 
(1917) 6 Ohio App. 344. Insured 
held an employer’s liability policy in 
the amount of $5,000. An employee 
was seriously injured. The company 
suggested to the insured that it would 
be best to settle the case as a verdict 
would probably be in excess of 
$5,000. There was an offer to settle 
for $7,500. The insured offered to 
contribute $2,500. The company re- 
fused to contribute more than $3,500. 
No settlement was made and the case 
went to trial. There was a verdict 
and judgment for $20,000. The in- 
sured paid the entire amount. The 
insured then sued the company and 
recovered the amount of the policy 
and a small sum for medical expenses 
immediately necessary, but was de- 
nied recovery on its claim for $12,500, 
the amount by which the final judg- 
ment exceeded the settlement offered. 
It was held that the facts averred 
were not sufficient to support an alle- 
gation of bad faith. While there was 
a strong probability that the judg- 
ment would exceed $5,000, the court 
held that the refusal of the company 
to pay its full policy liability before 
trial was not reckless or contuma- 


cious. 
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OUISIANA. New Orleans and 

C. R. Co. v. Maryland Casualty 
Co. (1905) 114 Louisiana 154, 38 
Southern 89, 6 L.R.A.N.S. 562. The 
Railroad Company held an employers 
liability policy in the amount of 
$1,500. An employee was killed. An 
action was brought which could have 
been settled for $800. The company 
refused to settle and there was a ver- 
dict and judgment which with inter- 
est and costs totaled slightly more 
than $1,500. The insured sought to 
recover the entire amount. It was 
held that it could recover only up to 
the policy limit. In disallowing the 
contention that the company by re- 
fusing to settle for an amount within 
the policy limits was acting in bad 
faith, the court held that the fact that 
the verdict was not greatly in excess 
of the compromise offer was evidence 
that the company was acting in good 
faith. 
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Liability in Excess of 
Policy Limit 
(Continued from Page 22) 


Davis v. Maryland Casualty Co. 
(Louisiana Appellate 1931) 133 
Southern 769. The insured held an 
automobile liability policy in the 
amount of $2,500 issued by three 
casualty companies. While suit on a 
claim was pending the companies re- 
fused to settle for $2,500. Final 
judgment amounted to $3,607.50. 
The insured sued the companies for 
the difference between the judgment 
and the policy limit charging that 
they acted in bad faith in refusing to 
settle the case. It was held that the 
insured could not recover. The com- 
panies had a contractural right to de- 
fend rather than settle and after ver- 
dict of judgment to take an appeal. 
To exercise these rights was not bad 
faith. Citing and quoting New Or- 
leans Ry. Co. v. Maryland Casualty 
Co., 114 Louisiana 154. 

OS 

ORTH CAROLINA. Wynne- 

wood Lbr. Co. v. Travelers In- 
surance Ce. (1917) 173 N.C. 269, 91 
S.E. 946. Insured had a liability 
policy in the amount of $5,000. A 
claim arose and suit was filed. The 
insurance company defended the suit. 
Before trial the case could have been 
settled for between $1,000 and 
$2,500. The company refused: to set- 
tle and the case went to trial. There 
was a verdict and judgment for 
$20,000. The judgment was settled 
for $10,000 by an agreement not to 
take an appeal. The insurer brought 
suit for the $5,000, which it was 
compelled to pay. The demurrer of 
the insurance company was sustained 
on the ground that there was no alle- 
gation of bad faith or negligence on 
the part of the company in the con- 
duct of the defense. 
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ISSISSIPPI. Georgia Casualty 

Company v. Cotton Mill Prod- 
ucts Company (1931) 159 Miss. 396, 
132 So. 73. The insured held an em- 
ployer’s liability policy in the amount 
of $10,000. An injured employee 
brought suit and recovered a judg- 
ment of $12,500 in the trial court. 
The injured party agreed to settle for 
$9,000 if no appeal was taken. The 
attorneys who defended the case for 
the company advised settlement, but 
also gave it as their opinion that the 
judgment of $12,500 was excessive 
and might be reduced on appeal to 
the extent of $2,500 or $5,000. The 
insured urged settlement and agreed 
to contribute $500. The company re- 
fused to settle and took an appeal to 
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the Supreme Court. The judgment 
of $12,500 was affirmed. The insured 
was compelled to pay $2,500 and 
sued to recover this sum from the 
company on the ground that the 
company acted negligently in refus- 
ing to settle. It was held that the in- 
sured could not recover. Since un- 
der the policy the company was obli- 
gated to defend the suit and to pay a 
final judgment up to $10,000, with 
the option of settling the case if it 
saw fit to do so, no negligence could 
be predicated upon the company’s 
failure to exercise the option given 
for its benefit. 


owe 


LABAMA. Neuberger v. Pre- 

ferred Accident Ins. Co. (1921) 
18 Ala. Appellate 72, 89 Southern 90 ; 
Certiorari denied (1921) 206 Ala- 
bama 700, 89 Southern 924. Insured 
held a liability policy in the amount of 
$5,000. Suit on a claim was defended 
by the insurance,,company and re- 
sulted in a verdict and judgment for 
$6,500. There was an offer to settle 
for $5,000, if no appeal were taken. 
The company threatened to take an 
appeal, which was admittedly hope- 
less, unless the insured contributed 
$500 to the settlement and paid the 
cost of the defense. The insured paid 
the amount and executed a release to 
the company. In an action to set 
aside the release as made under 
duress, the court held that the release 
was valid and that the company had 
the right to appeal if it so desired re- 
gardless of how small the chances of 


success. 
Ser 


IT. Recovery Allowed 

EW HAMPSHIRE. Cava- 

naugh v. General Accident Fire 
and Life Assurance Corporation 
(1919) 79 N.H. 186, 106 Atlantic 
604. The insured held a liability 
policy in a fixed amount which ap- 
pears to have been $3,000. The in- 
surance company took charge of a 
claim, which before suit could have 
been settled within the policy limit. 
The company refused to settle and 
the claimant brought suit. After the 
action was filed it was evident that 
there was nothing upon which to base 
a defense and the company deter- 
mined to settle. A settlement was 
effected at $6,000. The insured con- 
tributed $3,000 for the settlement 
figure and then brought suit against 
the insurance company to recover that 
amount on the ground that the ex- 
penditure was caused by the negligent 
act of the company refusing to settle 
within the policy limit, at the time 
that it had the opportunity. Recovery 
was allowed. It was held that a lia- 
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bility company owed to its insured the 
duty of settling a claim before suit, 
if that was the reasonable thing to do. 
When the company assumed control 
of the claim it then and there became 
its duty to do what the average man 
would do under similar circum- 
stances and where it did not so handle 


the claim, to the damage of the in- | 


sured, it was liable for its negligence. 


Douglas v. United States Fidelity 
and Guaranty Company (1924) 81 
N.H. 371, 127 Atl. 708, 37 A.L.R. 
1477. The insured held an employers 
liability policy in the amount of 
$5,000. An employee was injured so 
seriously that it was probable that a 
common law recovery would exceed 
the amount of the policy limit. The 
injured employee offered to settle for 
$1,500 but the insurance company re- 
fused to accept. Suit was brought 
and there was a verdict and judgment 
for $13,500 which was affirmed by 
the Supreme Court. The insured was 
compelled to pay the amount of the 
judgment in excess of $5,000 and he 
in turn sued the insurance company 
on the ground that its negligence had 
caused him to be liable. It was held 
that the insured could recover. The 
question as to whether or not the 
company was negligent in refusing to 
settle the claim within the policy 
limits was determined by a jury. 
The company contended that the 
policy gave it the right to settle or de- 
fend as it saw fit without increasing 
its liability above the policy limits. 
The court disposed of this contention : 
“Exclusive authority to act does not 
necessarily mean the right to act 
arbitrarily. Our law upon the sub- 
ject is based upon the broad propo- 
sition, in all its dealings with the de- 
fense to the claim, the defendant was 
bound to act as a reasonable man 
might act under the same circum- 
stances.” The court reaffirms the rule 
laid down in Cavanaugh v. General 
Accident Fire and Life Assurance 
Corporation, 79 N.H. 186. 
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EXAS. G. A. Stowers Furn. 

Co. v. American Indem. Co. 
v. The American Indemnity Co. 
(Texas Commission on Appeals, 
1929) 15 S.W. (second) 544; Opin- 
ion approved by Texas Supreme 
Court; reversing (Tex. Civil Ap- 
peals) 295 S.W. 257. The insured 
held an automobile liability policy in 
the amount of $5,000. Insured party 
was permanently injured by one of 
its automobile delivery trucks. The 
liability was clear. Before trial the 
injured party offered to settle for 
$4,000. The company refused to pay 
more than $2,500. The case was tried 
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and there was a judgment in the 
amount of $14,000 which was af- 
firmed on appeal. The insurance com- 
pany tendered $5,000 and costs to the 
insured and demanded a release. The 
tender was refused and the insured 
brought suit for the full amount of 
the judgment and costs. It was held 
that the insured could recover the full 
amount of the judgment from the 
insurance company, if it could be 
shown that the insurance company 
failed to exercise ordinary care in re- 
fusing to effect a settlement within 
the policy limit. The company had 
assumed full charge and defense of 
the action as it had the right to under 
its policy contract. This situation 
placed upon the company the duty to 
exercise ordinary care to protect the 
interests of the insured. This duty is 
a matter of law. The case was re- 
manded to the trial court where a jury 
determined that the company did not 
exercise ordinary care. A judgment 
for the full amount was entered and 
was affirmed upon appeal in Ameri- 
can Indemnity Co. v. Stowers Furn. 
Co. (Texas Civil Appeals 1931) 39 
S.W. (second) 956. 


Io’ 


ISCONSIN. Wisconsin Zinc 

Co. v. Fidelity and Deposit Co. 
(1916) 162 Wis. 39, 155 N.W. 1081, 
Ann. Cases 1918 C, 399. Insured held 
an employers liability policy in the 
amount of $5,000. A person em- 
ployed as a miner by the insured was 
seriously injured and liability was 
evident. The injured party offered to 
settle for $4,000 but the insurance 
company refused. There was a trial 
and judgment for $12,500 which was 
affirmed by the Supreme Court. The 
insured was compelled to pay $7,500 
of the judgment and sued to recover 
from the company. The insured in its 
declaration recited three causes of ac- 
tion; (1) on the contract; (2) for 
negligence of the insurance com- 
pany ; and (3) for bad faith or fraud 
on the part of the company. The 
company demurred to each cause of 
action. The demurrers were sus- 
tained by the lower court. On appeal 
to the Supreme Court the demurrers 
to the first and second causes were 
sustained and the demurrer to the 
third cause overruled and the case 
remanded. It was held that the power 
to determine whether or not the com- 
pany would settle or defend an ac- 
tion cannot be used for purposes of 
fraud nor exercised in bad faith. It 
will be noticed that the demurrer to 
the cause of action based on negli- 
gence was sustained. 


Hilker v. Western Automobile Ins. 
Co. (Wis. Supreme Court, 1931) 231 
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N.W. 257 ; Opinion on rehearing, 235 
N.W. 413. The insured held automo- 
bile liability policy in the amount of 
$5,000. Two actions were instituted 
against the insured. The company 
undertook to defend both. The cases 
were improperly investigated. The 
liability was clear. The injured par- 
ties were willing to settle within the 
policy limit but the company would 
not consider settlement until the case 
was actually on trial. The company 
then offered to settle for $1,500. The 
injured parties rejected this offer but 
were willing to settle between $2,500 
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and $3,000. No agreement being 
reached the case was tried. Judg- 
ments amounting to $10,500 were 
taken and affirmed on appeal to the 


Supreme Court. The insured was 
compelled to pay $5,500 in order to 
satisfy the judgments in excess of 
the policy limit. He sued to recover 
this amount from the ¢ompany on the 
ground that the refusal to settle had 
been made in bad faith. It was held 
that he could recover. The company 
acted in a negligent manner and in 
bad faith in handling the case. The 
court reviewed the evidence and con- 
cluded that the jury were justified in 
finding that the company had acted in 
bad faith. It was held that the insur- 
ance company is the agent of the in- 
sured and is held to the rule that he 
may not act negligently. On rehear- 
ing the court further outlined the 
basis of its holding and stated that in 
this type of case negligence consti- 
tutes bad faith. It considers that there 
is no real distinction between negli- 
gence and bad faith. 
Federal Courts 

Brown and McCabe, Stevedores, 
Inc. v. London Guaranty and Acci- 
dent Co. (U. S. District Court, Ore- 
gon 1915) 232 Federal 298. The in- 


sured held an employers liability 
policy in the amount of $5,000. An 
employee was injured and the insur- 
ance company took charge of the 
claim. The company received an offer 
to settle for $3,000. It notified the 
insured of the offer and demanded 
that the insured pay one-half or 
$1,500, otherwise it would let the case 
go to trial. The insured refused to 
contribute toward a settlement. The 
case was tried and the employee re- 
covered a judgment for $12,000. The 
insured was compelled to pay $7,000 
in satisfaction of the judgment. It 
sued the company to recover the 
amount so paid. It was held that the 
insured could recover. The company 
was said to have acted in bad faith 
in trying to coerce the insured into 
paying one-half of a _ settlement 
within the policy limits on the threat 
that unless such payment were made 
the case would be allowed to go to 
trial. This opinion was given on over- 
ruling a demurrer filed by the com- 
pany. No authorities were cited. 


Attleboro Mfg. Co. v. Frankfort 
Marine, Accident and Plate Glass In- 
surance Company (1917) 153 C.C.A. 
377, 240 Federal 573, appeal to Cir- 
cuit Court of Appeals for First Dis- 
trict, from Federal District Court in 
Mass. The insured held an employ- 
ers liability policy in the amount of 
$5,000. An employee was injured 
and brought suit. The insurance com- 
pany took over defense of the suit. 
A judgment for $17,343.81 was re- 
covered. The insured paid the full 
amount of the judgment whereupon 
the company paid to it $5,000 plus 
interest. The insured then sued to 
recover the balance. The insured 
based the action on the ground that 
the company was negligent in defend- 
ing the action and also negligent in 
handling negotiations for a settle- 
ment. The company defended on the 
grounds that under the policy in no 
way could it become liable for an 
amount in excess of $5,000. The in- 
sured recovered a judgment for a 
portion of the amount claimed. Both 
sides appealed. On appeal, the court 
indicated that a judgment for the in- 
sured for the full amount should have 
been entered. The opinion states: 
“The claim is that, having actively 
intervened in the defense of the suit 
and in the settlement thereof, it (the 
insurance company) was under a 
duty imposed by law to exercise due 
care and not injure the plaintiff’s 
rights in what it did ; and we so hold.” 
The case was reversed and remanded 
for further proceedings not incon- 
sistent with the opinion. The insur- 
ance company’s petition for a rehear- 
ing was denied. 
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Compensation Insurance in England 


Mutual Company in Britain Dominates This Important Field 
Because of Superior Service and Distinct Economy 


ROMANCE of Mutual Insur- 

A atee”* is the Company’s own 
happy description of its record 

of insurance service over a period of 
fifty years to the engineering and 
shipbuilding trades of England. The 
Iron Trades Employers Insurance 
Association Lim.—a Mutual Com- 
pany with no shareholders — was 
started in 1880 with no capital, no 
funds and an annual premium in- 
come of a few thousand pounds. To- 
day it has a reserve fund of $12,000,- 
000 built up by a vigilant and pru- 
dent management. Its annual pre- 
mium income, mainly limited to 
Workmen’s Compensation, is the 
largest of any individual company, 
proprietary or mutual, in the King- 
dom in this branch of business. 
Though its rates have always been 
low, its hazards high, its treatment of 
injured workmen generous, it has re- 
turned over 12% million dollars to 
Its policyholders by way of bonus or 
excess premiums. The interest de- 
rived from the investment of its re- 
serves is now more than twice the 
amount of its expenses of manage- 
*It is an interesting coincidence that this phrase 
was used by Mr. J. M. Eaton in his article dealing 
with the history of mutual insurance in America 
in our June issue. This indicates how closely the 


mutual idea is bound up with the traditions of good 
business everywhere.—Eprtor. 


By RICHARD MORRIS 


Fellow of The Royal Statistical Society and 
Formerly Member of Parliament 


ment, so that the industries for which 
it caters are receiving their insurance 
service at cost price, or under, and 
with an incomparable security. No 
proprietary company in England has 
anything near the same proportion of 
reserves to premium income as The 
Iron Trades. In reviewing the posi- 
tion at the end of its first jubilee, the 
directors, who are all engineers or 
shipbuilders, are entitled to rejoice at 
the impregnable character of the 
structure they have built on the sure 
and solid foundation of mutual well- 
being. 
OSD 


OR years I have endeavored to 

show that insurance is as simple 
in its working as it is bounteous in its 
benefits ; that it is a device conceived 
by civilization to safeguard individ- 
uals against dangers common to all, a 
stabilizing influence in the life of 
every community. With the proprie- 
tary agents everywhere at the elbow 
of the public, whispering assurances 
of benevolent aims, the operation of 
insurance has been regarded as some- 
thing too intricate for the ordinary 





person to bother about, though the 
result produced has always been 
amiably accepted as providing an es- 
sential form of economic defence. 
This narcotizing of the public mind 
has enabled the proprietary element 
in the past to dominate the position 
and to exploit the institution in a 
mannef that is contrary to the basic 
principle on which it stands. 


It therefore serves a useful purpose 
to bring forward another witness to 
testify in terms that are both eloquent 
and convincing to the inherent verity 
of mutual insurance, a movement 
working solely in the interest of the 
community which it serves without 
the introduction of a profit-making 
agency. A public demonstration of 
efficiency may convince a person who 
is reluctant to study the details of the 
specification. A reliable record of 
masterly performances of an instru- 
ment in daily use, in all weather, for 
over two generations, places its pre- 
eminence outside the bounds of con- 
troversy. When “wear and tear,” a 
degenerate influence in this life of 
ours, only develops its galvanic force, 
re-energizing its efficacy and power, 
no wonder the shipbuilders of En- 
gland should speak rapturously of 
“romance.” Would that it were gen- 
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eral, universal. Mutual insurance is 
a principle with a demonstrated au- 
thority behind it, worth striving for, 
worth living for. Its complete ac- 
ceptance would make the world a 
cleaner and better place. It would 
expand the application of the idea in 
so many new directions, shielding 
men from their common dangers and 
relieving them of their common bur- 
dens. 


The main business of the Iron 
Trades Association is to protect its 
members against the liability imposed 
on them by law in respect of injuries 
suffered by workmen in the course of 
their employment. The present sys- 
tem of compensation to workmen 
which is based on several Acts of 
Parliament is so comprehensive in 
character that it is a matter of im- 
mediate concern to the majority of 
the community. It imposes on em- 
ployers a burden of upwards of forty 
million dollars a year and its cost is 
an item which every business enter- 
prise must take into account. Prac- 
tically all wage-earners come within 
its purview. Until 1880 the only legal 
remedy in this country open to a 
workman who had suffered bodily in- 
jury when following his employment 
was a common law action against his 
employers. In that year when the 


Employers Liability Act was passed 


a new era opened out to him. This 
Act was followed in succeeding years 
by other legislative measures enlarg- 
ing the area and increasing the bene- 
fits. 


JoURNAL OF AMERICAN INSURANCE 


T is to the honour of the leaders of 

fifty years ago in the basic trades 
of England that they should regard 
the affairs of injured workmen as 
best suited to mutual concerns. It is 
possible that the proprietary compa- 
nies, with a ready-made organization 
at hand, might have been permitted 
to handle the business if only they 
had been satisfied with a reasonable 
profit. But their rates were out of 
line with experience. They were 
definitely proved to be harsh by the 
Iron Trades own figures after the 
first three years of successful work- 
ing. With rates substantially below 
those quoted by the proprietary com- 
panies, at the end of three years the 
Association had accumulated a rela- 
tively handsome balance and the rates 
were further reduced by 45%. And 
so it has gone on throughout two gen- 
erations, accumulating reserves and 
returning to the policyholders por- 
tions of the premium not needed. To- 
day it is unrivallegkin England as a 
business organization administering 
statutory benefits to injured work- 
men, unrivalled in the generous treat- 
ment of their claims, and unrivalled 
in the advantages to the insured em- 
ployer, maintaining friendly relation- 
ship between employer and workman, 
meeting claims without the harassing 
intervention of an outside body inter- 
ested only in the amount of the profit 
it is able to extract from the business. 

New legislation created additional 
and more difficult problems for the 
employers. After the Association had 
been in existence for eighteen years it 
was deemed desirable to change its 





det gags 





Photo by Underwood & Underwood 
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form. In 1898 it was converted from 
an Insurance Department of an Em- 
ployers Protection Society into a sep- 
arate company with the liability of 
each member limited to a guarantee of 
five dollars. The capital of the new 
company was the reserve fund of the 
old Association which by then had ac- 
cumulated to over $50,000. The Com- 
pany progressed in power and in ser- 
vice. In 1907 it started a “return of 
premiums” to members and this has 
since been made regularly every year 
without a break, varying in amount 
from a tenth to a third of the whole. 

The Association’s essential figures 
for the year 1930, attained during a 
period of unprecedented depression 
in the trades it serves, are as follows: 
Premium income for the year.$ 3,367,680 
Portion of income returned in 

respect of previous year 
Claims paid in the year 
Expenses of Management 
Interest from Investments.... 
Reserves from cash in hand, 

12,000,000 

Please note the proportion of claims 
to premium income. Seventy-six cents 
out of every dollar paid in premiums 
go to the injured workman and every 
cent of the balance—subject to a 
small contribution to a staff pension 
fund—is returned to or reserved for 
the policyholders. That is the “ro- 
mance” of mutual insurance. The 
average claims ratio of the proprie- 
tary companies in workmen’s com- 
pensation is about 52% of the pre- 
mium income. Out of every dollar 
paid in premiums to a proprietary 
company in England 52 cents go to 
the injured workman, 32 cents are 
absorbed in working expenses and 
the balance go to the shareholders. 
That is the “onus” of proprietary in- 


surance. 
Ye 


LEASE also recollect that the 

Iron Trades Association and 
other mutual companies in England, 
spend a good deal of money every 
year in efforts to prevent accidents, 
yet their working expenses are infin- 
itely lower than those of the proprie- 
taries. It is the fixed precept of the 
mutual movement that everything 
possible must be done to prevent acci- 
dents happening. This is not the rule 
of the Proprietary Companies in En- 
gland, as I could prove. They must 
have fires and accidents to stimulate 
business which is why I regard them 
as a canker in our social life. To its 
earliest advocates employers liability 
was rather a means of securing 
greater protection for the workman’s 
life and limb than of providing com- 
pensation for those injured by indus- 
trial accident. The idea was that if 
accidents could be made costly to the 
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Beginning the Opening Stages of the Immense Southampton Dock Scheme in England 


employer he would thereby be in- 
duced to take steps to avoid them. 
But this purpose was defeated by the 
growth of accident insurance, the ef- 
fect of which was that the liability im- 
posed on the individual employer was 
no longer seriously felt. The provi- 
sion of some measure of support for 
the injured workman and his depend- 
ents was looked upon as the sole 
proper function of the Employers 
Liability Act. The mutual move- 
ment, however, has never relaxed its 
hold on the first main idea behind it. 
It is as much concerned in preventing 
an accident as it is in meeting financial 
liability when it does happen. That 
is the standard measure of its interest, 
and it has no other. To cut down the 
cost to the employer, to prevent the 
undue dislocation of his works by 
limiting the number and character of 
casualties from avoidable accidents, 
and to give the injured workman a 
square deal; that is public economy. 
It was the policy of the Iron Trades 
Association fifty years ago and it is 
its policy today, pursued with a use- 
ful vigour. Nevertheless, its claims 
ratio is higher than that of the pro- 
prietary offices. The allegation is 
therefore made, and it is difficult to 
deny it, that in proprietary insurance 
there is the temptation to squeeze the 
injured workman out of his proper 
benefits in the interest of the share- 
holders. 

The Trades Union Congress Gen- 
eral Council has been noting these 
conditions and studying the subject 


very closely ever since a Government 
Committee inquired into the position 
eleven years ago. Meanwhile the 
proprietary companies in their work- 
men’s compensation department have 
made a further profit estimated at be- 
tween thirty and forty million dollars. 
The General Council now declares 
that “it is entirely wrong that the in- 
jured workman at the time of his 
greatest necessity should find him- 
self dealt with from the profitmak- 
ing point of view. Misery and wrong 
will continue to be suffered by the 
workers so long as the administration 
of compensation is in the hands of 
concerns whose main business is to 
make a profit out of it.” It there- 
fore expresses its determination to 
put an end to the existing state of 
things. With this purpose in view it 
has prepared a Bill, shortly to be in- 
troduced to the House of Commons, 
which claims to “put compensation on 
an equitable basis for the first time.” 
It has been formally presented to the 
Home Secretary by a Joint Deputa- 
tion representing the General Coun- 
cil, the Labour Party Executive and 
the Parliamentary Labour Party. The 
Bill is based on the Workmen’s Com- 
pensation Act which has been in force 
in Ontario, Canada, for a number of 
years which it is stated has worked 
satisfactorily from the workers’ point 
of view. It abolishes all existing or- 
ganizations undertaking workmen’s 
compensation and places the whole 
business in the hands of a State Coun- 
cil to consist of nominees of workers 


and employers supplemented by a 
lawyer, a medical man and a person 
skilled in finance. No mention is made 
of anyone proficient in the business of 
Insurance. They are the hewers of 
wood and the drawers of water. 
QO 

OMETHING of the kind was in- 

evitable because it is a reflection 
on our intelligence to suppose that 
proprietary insurance should be per- 
mitted to continue indefinitely to ex- 
ploit in the interest of a few share- 
holders an Institution essentially co- 
operative in character and intended 
for the’ equal benefit of all. 

But this Bill of the Labour Party 
in aiming at the proprietary position 
commits the fatal error of ignoring 
the existence of the mutual compa- 
nies. Its whole outlook is blurred by 
the stigma of proprietaryship. How 
can the State management of the 
business improve on the results of, 
say, the Iron Trades Association? 
There are fifty Mutual Associations 
in England undertaking workmen’s 
compensation, paying twenty million 
dollars a year in compensation to 
workmen, and no shareholder has a 
cent of interest in them. How can 
the Labour Party say that its Biil 
places the business “for the first 
time” on an equitable basis? The 
business is already on an equitable 
basis to the extent of two-fifths of 
the whole. Would an injured work- 
man be better off by being handled 
by a lot of State autocrats with no 
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pose of this campaign is to learn who are 
the merchants who hold 100% of their fire, 
automobile, compensation and other lines 
of insurance with stock companies; so that 
the officers and employees of the stock in- 
surance concerns can reciprocate and give 
the benefit of their purchasing power to 
those who make that purchasing power 
possible. : 

In just a few days now the heavy Christ- 
mas buying of this $8,250,000 market will 
begin in earnest. We intend to spend every 
possible dollar with our friends. So that 
we may do that, a bulletin will be issued 
in a few days to every Stock Insurance 
Agency and Company in the city, giving 
the names of all those merchants in Minne- 
apolis who carry stock insurance exclu- 
sively. 

If your name belongs on that list, will 
you please let us know right away so that 
we may include it in the bulletin? Holiday 
buying will soon begin; so don’t delay, let 
us know at once and enjoy your full share 
of the Christmas buying (and the buying 
after Christmas) of the 6,700 people who 
make up the “stock insurance community” 
in Minneapolis. A self-addressed envelope 
is enclosed to save your time in replying. 

Yours for reciprocity, 
RECIPROCITY COMMITTEE. 
MINNEAPOLIS UNDERWRITERS ASSOCIATION 
Reciprocity 
Committee 
2406 Foshay Tower 
Minneapolis, Minn. 
November 30, 1931 
Gentlemen: 

The time is growing short .. . to include 
your name in our bulletin about which we 
wrote you on November 16. 

You remember that we wrote you about 
a bulletin we are going to issue in advance 
of the holiday buying season to every 
Stock Insurance Agency and Company in 
the city, giving the names of every firm 
and company in Minneapolis that carries 
stock insurance exclusively. This bulletin 
is a feature of our local Reciprocity Cam- 
paign which is tving up with the Reciproc- 
ity Campaign of the National Association 
of Insurance Agents. 

We are trying to learn who are our sup- 
porters among the business men of this 
city so that we (6,700 officers, employees 
and their dependents of the stock insur- 
ance agencies and companies of Minneap- 
olis with an annual purchasing power of 
$8,250,000) may in turn give them our 
whole-hearted support. 

In just a few days hundreds of cards 
were returned from our letter of Novem- 
ber 16; yet, in spite of the great numbers 
returned, we believe there are many more 
who have forgotten to reply but whose 
names should be in the bulletin. If your 
name should be there, we want to be sure 
to include it; but we cannot unless you tell 
us to do so. 

Perhaps you mislaid the card we sent 
you in our first letter. Perhaps you have 
been busy and simply overlooked answer- 
ing. In either case here is another card 
and a reply envelope in which to enclose 
it and send it back to us. 

There are only 5 more days until the 
forms for the bulletin close. Fill out the 
card right now, today, and it will surely 
reach us in time. 

Yours for reciprocity, 
RECIPROCITY COMMITTEE. 
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The group of mutuals which com- 
bated these letters with a letter of 
their own, called attention to the 
more than $40,000,000 that had been 
returned to mutual policyholders in 
the Minneapolis district and through- 
out the United States by this cluster 
of mutuals alone, and made pointed 
remarks which inspired the question 
by the business men as to where the 
$8,250,000, said to be the purchasing 
power of the stock agents, came from 
in the first place. For certainly such 
portion of those millions as is repre- 
sented by the stock agents’ large slice 
of the premiums, was initially taken 
away from the policyholders who 
were thus merely giving Santa Claus 
the money to spend in the course of 
the anticipated purchases from the 


that even those mutuals which oper- 
ate on an agency plan, but carefully 
supervised who keep out all rack- 
eteers, give dividends to their policy- 
holders, so it may readily be seen that 
the trouble does not lie primarily 
with the agency system, but with the 
application of it. 

The fact remains that the basis of 
the Underwriters Association’s entire 
boycott rests on the circumstance 
that the mutuals give something back 
to the policyholder which a stock 
company cannot duplicate. 

Bring on some more reciprocity 
campaigns and the mutuals will pre- 
pare to pick up more business, as they 
have in Rochester, New York, in 
Minneapolis, and other locations 
where the boycott skyrocket went up 


Minneapolis stores and factories. 


in a shower of pretty sparks and 
And it should be remembered, too, 


came down a dead stick. 





MINNEAPOLIS UNDERWRITERS ASSOCIATION 








2406 FOSHAY TOWER 
MINNEAPOLIS :: MINN. 
Movember 16, 1931 
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Commirree 


Gentlemen: 


We want to make sure that you will receive your full share of an 
$8,260,000 yearly spending power that will reach its peak of spending in the TION 
holiday season so near at hand. a 

This $8,250,000 market is made up of approximately 2,500 officer: 
and employees of the stook insurance agencies and companies in Minneapoli 
and their 4,200 wives, children and other dependents. Altogether they 
a bustling, prosperous community of 6,700 people. 


2406 FOSHAY TOWER 
MINNEAPOLIS :: MINN. 


$7,000,000 in salaries and commissions are spent for pers November 30, 1981 
family needs, including the purchase and upkeep of fully 2,000 au 
$1,250,000 is spent each year for the rental and upkeep of 363 of 


Minneapolis. 
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Miniature Reproduction of Minneapolis Recriprocity Letters 
See This Page and Previous Page for Actual Text. 
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Bon Voyageto GEORGE L. 
Mr. and Mrs. MALLERY, Presi- 
Mallery dent of the Secur- 
ity Mutual Casualty 
Company of Chicago is taking advan- 
tage of a fortunate circumstance 
which allows him to combine business 
with foreign travel. He left on Janu- 
ary 15th with Mrs. Mallery on the 
S.S. Berengaria, and will be at vari- 
ous points in England and on the 
Continent for a month or more. 
So Say We C.. A». S.. PR 
All of Us MORT, promi- 
“Vive Purmort’’ nent in mutual in- 
surance for over 
twenty years, retired as president of 
the Central Manufacturers Mutual 
Insurance Company on December 30, 
1931. He has been succeeded in the 
presidency by his brother, C. M. 
Purmort. At the same time it was 
announced that L. G. Purmort, son 
of the founder of the company, had 
become secretary and treasurer. 

It is understood that Mr. Purmort 
will also resign as president of the 
Ohio Underwriters Mutual Fire In- 
surance Co., the Ohio Millers Mutual 
Insurance Co. and the General Mu- 
tual Life Insurance Co. He plans to 
take a long vacation for complete 
rest and relaxation. 

However, his influence will remain 
as a conspicuous element of strength 
not only in the VanWert companies 
but in mutual circles in general. His 
veteran service has contributed so 
much toward bringing the mutuals 
together in co-operative enterprises 
that it is expected he will continue to 
be seen at the various conventions 
and other gatherings where he has al- 
ways been an outstanding figure. His 
genial conversation, his quick wit, 


C. A. L. PURMORT 
Retiring President 
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and gift of oratory cannot be spared 
merely because he has retired from 
active managerial work. 

“Vive Purmort.” 

The retiring president started in 
the insurance business twenty-three 
years ago, assuming the position of 
secretary following the death of his 
brother, Mr. F. W. Purmort. 

Under C. A. L. Purmort’s leader- 
ship the company has increased its 
assets from around half a million dol- 
lars to the present figure of nearly 
$4,500,000. The amount of insur- 
ance in force today is nearly half a 
billion dollars, twenty-five times as 
much as was on its books in 1908. 

Mr. Purmort’s retirement took 
place in accord with the pension re- 
tirement pension plan adopted by the 
company several years ago. He con- 
tinued for two years after the age 
limit provided by the plan at the 
earnest request of his associates in 
the company. 

During the past year he served 
as president of the National Asso- 
ciation of Automotive Mutual In- 
surance Companies; he is _ past 
president of the National Associa- 
tion of Mutual Insurance Companies ; 
vice president of the Lumbermen’s 
Mutual Casualty Co. of Chicago ; vice 
president of the National Retailers 
Mutual Insurance Company of Chi- 
cago, vice president of the American 
Motorists Mutual Insurance Com- 
pany of Chicago, director of the Fed- 
eral Mutual Liability Insurance Com- 
pany, of Boston; director of the 
Pennsylvania Motorists Mutual In- 
surance Company, of Philadelphia 
and a director of the Ohio Insurance 
Federation, of Columbus. 
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New Federal DECLARING that 
Taxes Proposed a new program of 

tax revision is an 
indispensable step in restoring the 
prosperity of the country, Secretary 
Andrew W. Mellon and Under Sec- 
retary Ogden L. Mills, have pre- 
sented to the House Committee on 
Ways and Means, an elaborate rec- 
ommendation for revision of the Fed- 
eral tax system with the idea in mind 
of balancing the budget and making 
unnecessary the borrowing of large 
sums to meet financial exigencies 
next June. 


Briefly, it is proposed to increase 
individual income tax rates and re- 
duce personal exemptions ; to increase 
from twelve to twelve and one-half 
per cent corporation income taxes, 
with a reduction of exemptions; to 
make taxes higher on tobacco prod- 
ucts, except cigars, and on sale of 
transfers of capital stock; to extend 
the taxes on admissions; to impose 
taxes on manufacturers’ sales of 
motor cars and accessories, on real 
estate conveyances; manufacturers’ 
sales of radio and phonograph instru- 
ments; to require a two cent stamp 
tax on each check and draft; to tax 
telephone, telegraph, cable, and radio 
messages, where the cost is more 
than fourteen cents; to increase the 
state taxes and postal rates. 


According to Secretary Mellon the 
greatest weakness in the present tax 
is the “narrowness of. its base.” 
Thus, while the taxes are definitely to 
be increased in the larger bracket of 
incomes, yet the proposal is made to 
reduce exemptions so that under the 
new law the tax paying group will be 
increased by more than one million 





L. G. PURMORT 
Secretary-Treasurer 
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seven hundred thousand individuals 
who have not recently been paying 
federal taxes. Even with this addi- 
tion the number would only amount 
to some three million three hundred 
sixty thousand, and of these less than 
three hundred thousand would pay 
ninety percent of the tax. 


As to the corporation tax increase 
from twelve to twelve and one-half 
percent, this would be expected to 
bring in an added twenty-seven mil- 
lion dollars during the last half of 
the fiscal year of 1932, and about 
sixty million dollars during the fiscal 
year of 1933. 

In general the proposal is to return 
to the plan of the Revenue Act of 
1924. Secretary Mellon laid large 
stress upon the necessity of meeting 
the emergency in which the country 
finds itself and makes this observa- 
tion. 

“If every taxpayer, whether indi- 
vidual or corporate will look upon 
the additional burden suggested as 
the best investment he can make look- 
ing to the restoration of his own eco- 
nomic condition, he will be guided by 
his enlightened self-interest. 


INCONSPIC- 
uous among the 


Please Don't 
Tax Our Bank 


Checks, Mr. Mellon larger items in 
the proposed 
new federal tax law is the suggestion 


for a stamp tax of two cents on 
checks and drafts. Of all the nui- 
sances which the American public has 
been subjected in the past, the check 
and draft tax has proved itself prob- 
ably the worst. If it is to come back 
again it would seem that a long and 
well-justified howl from everybody 
with a bank account will quickly 
come to the ears of those who have 
sponsored it. Confronted with the 
necessity of buying check books on 
which the tax stamp has been em- 
bossed, or of buying individual 
stamps and sticking them on the back 
of checks, the thrifty housewife, the 
small business man, the large enter- 
prise, will promptly seek to find 
means to avoid this pestiferous pro- 
cedure to raise revenue. 


The paying of bills by check has 
become a standard habit of the Amer- 
ican people and a great deal of the 
now well-regulated routine of busi- 
ness would be greatly disturbed, if 
not curtailed and slowed up, by the 
extra stamp tax burden. 


Who wants to go back to the old 
method of carrying around a pocket 
full of cumbersome currency and 
wasting time by the “hot foot” 
method of settling accounts. Yet the 
two cent tax on checks would bring 
back a great deal of this rigmarole, 
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because no matter what a person’s 
nationality, he becomes Scotch when 
asked to pay two coppers every time 
he works himself into a state of en- 


The Reconstruction 


thusiasm lasting long enough to pay 
a bill. 


Please, Mr. Mellon, can we not 
substitute something else for this? 


Finance Corporation 


How It Is Organized and What It Is Expected to Accomplish 


HE two billion dollar Recon- 

struction Finance Company, pro- 
posed by President Hoover as the 
first step in the fight to restore pros- 
perity, has received the Congressional 
stamp of approval. 

This new corporation is the blow 
torch with which it is hoped to thaw 
out the frozen assets of banks and 
other financial institutions and restore 
the flow of money to the ordinary 
channels of business. It makes avail- 
able, for the aid and assistance of 
private business, the credit of the 
United States Government. The cor- 
poration is organized for five hun- 
dred million dollars and it is author- 
ized to issue debentures or other obli- 
gations guaranteed by the United 
States Government for three times 
this amount. This means that the 
corporation will have at its disposal 
$2,000,000,000, to be used as its 
directors see fit in relieving com- 
merce, industry and banking. It is 
intended to do, on a much larger 
scale, and without cumbersome re- 
strictions, much the same type of re- 
lief work as the National Credit Cor- 
poration, privately organized by the 
banks at the President’s request. 


The slump in prices of the last 
two years has frozen the assets of 
banks, insurance companies, and 
other financial institutions. It has 
become very difficult for ordinary 
business to meet its credit require- 
ments through the, present banking 
structure, due to the necessity of all 
banks maintaining a liquid position. 
Fear of a “run” has made it impossi- 
ble for the banks to carry on normal 
business, as they must keep an ab- 
normal percentage of their funds in 
the form of cash or readily market- 
able securities which could be used 
to check or meet any demand made 
upon them. The resulting credit 
stringency has hampered the recovery 
of business. 

ooSa 

CCORDING to the terms of the 

act creating the Reconstruction 
Finance Company, it is authorized to 
make loans to any bank, savings bank, 
trust company, building and loan as- 
sociation, insurance company, agri- 
culture or live stock credit corpora- 
tion, or mortgage loan company, 
situated in the United States and hav- 
ing substantial resources, including 
closed banks whose assets are ade- 


quate to permit of restoration to 
solvency, all such loans are to be 
fully secured in such manner the cor- 
poration may require. At the dis- 
cretion of its directors it may make 
loans directly on promissory notes or 
it may supply funds by way of dis- 
count or rediscount on obligations of 
the institutions to be assisted. The 
loans may be made for any term up 
to three years and at the discretion 
of the directors may be extended to 
five years. By a special provision of 
the act the corporation can assist 
railroads who are unable to refinance 
present obligations through ordinary 
banking channels. It is also author- 
ized to accept drafts and bills of ex- 
change arising out of foreign com- 
merce up to $500,000,000. Such 
drafts and bills of exchange must be 
supported by collateral or guarantee 
by an American bank of unquestion- 
able solvency. A fund of $50,000,- 
000 will be provided to the Secretary 
of Agriculture for the assistance of 
farmers whose bank facilities are 
collapsed. 


It is felt by its sponsors that the 
Reconstruction Finance Company 
will do a great deal to speed up the 
economic recovery of this country. 
It will bring the credit of the United 
States Government, the strongest in 
the world, to the support of private 
business and commerce. Through 
providing needed funds for business, 
it will make possible the return of 
normal business. It is expected that 
all details of organization will be com- 
pleted shortly and that a revival of 
business confidence may take place 


even before any money is actually 
loaned. 


General Charles G. Dawes, former 
Vice President of the United States, 
and recently Ambassador to England, 
has been appointed as the head of the 
new corporation. He will be assisted 
by Eugene Meyer, present Chairman 
of the Federal Reserve Board, who 
will act as Chairman of the Board of 
the new corporation. The presence 
of these two men is alone sufficient 
to guarantee that the fund will be 
used most promptly and efficiently 
for the relief of business. The record 
of General Dawes in the financial 
field is well known, the Dawes’ plan 
which was drawn up under his lead- 
ership being the first step taken to 
settle the reparations problem, 








— = - =~ 


[= we oes oe 


(www. 


Wei 
os< 


| 
@ 


aston FE Tivtees 


FEO er ee 


ome 
atone 


PD PRI OEE fcr TS 


ahs Wh i a 


Multiple Location Forms 
(Continued from Page 12) 


rate for each location insured, while the 
I.U.B. forms, as has previously been 
pointed out, are written at an average rate 
over all locations. The use of the single 
state reporting form has been restricted 
by the rating bureaus. more narrowly than 
the use of the I.U.B. form. 

The single state reporting forms are only 
written on eligible risks at two or more 
locations in more than one city or town 
within the limits of one state. 


N determining the provisional premium 
I under the single state reporting policy, 
the company demands 25% of the sum of 
the annual premiums at each location 
listed, computed on the stated limit of lia- 
bility and the specific rate applying at 
each location. The provisional and final 
adjusted premium should be not less than 
$100. New locations are automatically 
covered until the first reporting date but 
must be included then or protection will 
cease. In such case an additional premium 
computed on the basis of 75% of the 
limit of liability at each new location 
should be computed for the unexpired 
term of the policy on a pro rata basis at 
the rate applying and should be payable 
as of the effective date of the endorsement. 


owen 


Provisional Reporting Forms 


ON E of the latest developments in the 
line of reporting forms has taken 
place on the Pacific Coast, where the pro- 
visional reporting forms are now in use. 
The major difference between these and 
the single state reporting forms on the 
Interstate Underwriters Board form, is 
that the Pacific Coast contract can be 
used to cover one location alone. We can 
see no sound underwriting reason why a 
fluctuating stock at one location should 
not be allowed the same automatic pro- 
tection that is given to fluctuating stocks 
at a number of locations. It is true, of 
course, that an insured with only one 
location is better able to keep in touch 
with the changes in his values, and better 
able to have a specific policy endorsed to 
correspond to the amount of property at 
risk. Yet there is no fundamental reason 
why the provisional reporting principle, in 
which a deposit premium is paid at the 
start of the policy contract and the final 
premium is adjusted at the close of the 
policy term on the basis of the average 
values actually at risk, should not be ap- 
plied to a single location. 

The provisional reporting forms, like 
the single state reporting forms, are written 
at the specific rate on the premises in- 
volved. An average rate is only permissible 
where a location includes the units of a 
single plant on the same premises. Units 
not located on the same premises cannot 
be considered as eligible for an average 
rate. 

Under the provisional form the premium 
charged is limited to values up to the 
limit of liability and not in excess thereof, 
and the liability is limited to that pro- 
portion of a loss but the limit of liability 
specified refers to the actual value of the 
property at the location at the time of loss. 
For example, if the limit of liability is 
set at $100,000 and at the time of loss 
the actual value of the property is $150,000, 
the company will only be liable for 2/3 of 
any loss. Because of this particular feature 
ridiculous excessive limits should not be 
burdened on the underwriter. The com- 
panies must underwrite their lines on the 
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limit granted and if the limits of liability 
are consistently abused, it will eventually 
mean the predicating of a deposit premium 
on the limits, or the fixing of a maximum 
limit in a percentage to average values. 
The frequency of reports enables both the 
insured and the company to guard this 
feature. 
Summary 

Wwe: have considered five separate ways 

of insuring property which is located 
in a number of different places and whose 
value fluctuates. Each one of these 
methods was developed to meet a partic- 
ular set of circumstances. Some have 
superseded others, as the general cover 
contract has been superseded by the In- 
terstate Underwriters Board and _ the 
single state reporting form. The use of 
the provisional reporting principle on 
single location risks, which we_ believe 
will be adopted almost universally through- 
out the country, is as yet confined to the 
Pacific Coast. It is our opinion that the 
marine floater offered the broadest cover- 
age of any of these contracts but that 
the companies, if they were to have relief 
from cutthroat competition, had no alter- 
native save its elimination. The I.U.B. 
forms offer an adequate method of insur- 
ing fluctuating stocks of property at any 
number of locations. The only flaw in 
the I.U.B. plan is thé opportunity it gives 
companies to cut rates and violate under- 
writing rules in order to obtain business. 
There has never been any system of writ- 
ing insurance which was guaranteed 
against abuse by those who wish to use 
it for their own advantage which is one 
of the reasons why state supervision is so 
necessary. 


English Compensation 
(Continued from Page 27) 
knowledge of the conditions under 
which he works rather than by men 
who are in daily touch with him? For 
it must be remembered that the Mu- 
tual Companies, like the Iron Trades, 
are concerned with the hazards of 
particular industries in which the 

directors are themselves engaged. 

The public is a slow thinking 
body but occasionally it makes a 
quick-sweeping movement in a direc- 
tion that few thought possible only a 
short while before. The way to make 
insurance safe from the dangers in- 
cident to State management is to 
emancipate it from the shabbiness of 
the private profit system; to permit 
its beneficient functions to operate 
with zeal and devotion in the common 
interest. In due course the world will 
have the choice between the admini- 
stration of Insurance by the State or 
by Mutual Companies. 


Security Valuations 
(Continued from Page 15) 

Some variation must necessarily be made 
for each individual company whose state- 
ment may vary from the convention re- 
ports as adopted by the Commissioners and 
such statements will be judged upon their 
own merits. 

Arkansas 
A. D. Dulaney, Insurance Commissioner: 

“Our law requires companies to report 

conditions and business as of December 


31 


31st. Our domestic companies affected 
very little. Prefer to follow requirements 
of home state of foreign companies and if 
June 30th used, to also show values of 
December 31st, using usual amortization.” 


(We would interpret this as meaning 
that December 31st values must be used by 
all companies whose home office is in 
Arkansas and that foreign companies may 
submit June 30th valuation if acceptable in 
home state, but must also submit supple- 
mentary December 31st valuations.) 


Montana 
George P. Porter, 
Insurance Commissioner: 


“In the valuation of insurance securities 
I am bound by Section 6146, of the Code 
of Montana.” 

(Under this section of the Montana 
law, market values are required in making 
up the annual statements of insurance 
companies. This would apparently indi- 
cate values of December 31st.) 


Nevada 
Ed. C. Peterson, State Comptroller: 
“Nevada law mandatory that statement 


show condition of company December 


31st.” Pennsylvania 


C. F. Armstrong, 
Insurance Commissioner: 

“Insurance companies licensed in Penn- 
sylvania are authorized to use the valua- 
tion adopted by the National Convention 
of Insurance Commissioners as of June 
30th, or, if the company so desires, they 
ps use the valuations as of December 

st. 

“Securities purchased after June 30th 
cannot be valued higher than the price 
paid for the same.” 


South Carolina 


Sam B. King, Insurance Commissioner: 

“It is optional with all companies doing 
business in South Carolina to use either 
June 30th or December 31st market values 
in the annual statements as of December 
31st. Published statements must show 
basis adopted and if June 30th values are 
used, each must submit a schedule showing 
December 31st values. 

“Bonds may be amortized that are amply 
secured and not in default as to principal 
or interest.” 

Vermont 


R. C. Clark, Commissioner of 
Banking and Insurance: 
“Annual statements may be made on 


valuation basis permitted in company’s | 
home state or recommendation of National | 


Convention of Commissioners. Basis used 
must be stated in annual report.” 


Utah 


J. G. McQuarrie, 
Commissioner of Insurance: 

We understand that at the National 
Convention of Insurance Commissioners 
held in New York it was voted to permit 
insurance companies to submit their an- 
nual statements with their securities valued 
as of June 30th, 1931. 


It is my opinion that we have no right 
to do other than follow the law and base 
valuations this year, as we have done in 
past years, upon the market price, as of 
December 3lst. The conditions may justify 
this unusual variation, but if the annual 
report is to be made upon this basis we 
feel that we are entitled, for our own in- 
formation, to know the financial condition 
of the respective companies, based on 
present valuations. 
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Home Office Building 


. . » The Hardware Mutual Casualty Company is licensed in every 
state in the United States, with the exception of Nevada, where 
application for license has not been filed. 

. . . Nation-wide claim service is carried out by 18 branch offices, 
and over 3,000 attorneys and adjusters located in every county and 
in every large city in the United: States. 


. - « Over 70,000 policyholders enjoy the advantages of this coast- 
to-coast service. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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